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This chapter provides the background to the study, problem statement, research objectives and research questions. It also presents significance and justification for this research, the scope and delimitations of the study as well as definitions of terms and conceptual framework.

1.2	Background of the Study
Entrepreneurship is increasingly recognized as an important driver of economic growth, productivity, innovation and employment, and it is widely accepted as a key aspect of economic dynamism (Shane, 2005). Transforming business ideas into economic opportunities is the decisive issue of entrepreneurship (Kuratko and Hodgetts, 2008; Timmons & Spinneli, 2007). History shows that economic progress has been significantly advanced by pragmatic people who are entrepreneurial and innovative, able to exploit opportunities and willing to take risks (Hisrich, 2005). 
 
In some countries, entrepreneurship is linked to regional development programs and the creation of new firms is stimulated to boost employment and output in depressed regions (Schumpeter, 2005). In others, entrepreneurship is one of the strategies designed to facilitate the participation of certain target groups such as women, youth or disadvantaged groups in the economy. Yet in other countries, entrepreneurship is taken as means to increase firm creation; while others set out to support high-growth firms (Hisrich, 2005). Although many countries regardless of the level of economic development are making serious efforts to support entrepreneurship, the impact of entrepreneurship appear to vary.

The role of entrepreneurship and an entrepreneurial culture in economic and social development in developing countries has often been underestimated. Over the years, however, it has become increasingly apparent that entrepreneurship indeed contributes to economic development. In developing economies like Tanzania, most of business activities are in the informal sector and are termed as Small & Medium Enterprises (SMEs). The informal sector in Tanzania is dominated by disadvantaged groups such as women, youth and those who have retired from formal employment. 

These groups account for about 76% of Tanzanian population (Tanzania Census, 2002). This underutilization of the untapped potential in the disadvantaged group is attributed to a myriad of reasons. Two major reasons to account for the underutilization of this potential are, first, Inability to effectively use entrepreneurship skills and knowledge in poverty reduction and secondly, lack of initiatives to facilitate entrepreneurship skills and knowledge among groups susceptible to poverty in order to bring meaningful economic and social transaction so as to promote and enhance income distribution (Gakure, Ngugi, Waititu and Keraro, 2013).

Many of these groups face difficulty in accessing finance from formal financial institutions as well as borrowing from informal financial sector such as village banks, Money lenders, friends and relatives. Even if the funds are made available, few among the disadvantaged groups effectively and efficiently use them to improve the performance of their SMEs because of lack of entrepreneurship skills. These groups mostly known as entrepreneurs are sometimes the source of innovation and have access to greater numbers of very productive people. However, this potential is under-utilized due to lack of entrepreneurship skills in addition to other factors (Schumpeter, 2005). Entrepreneurship skills and knowledge belong to critical factors of production. 

Enterprises can gain competitive advantage by implementing continual and on-going innovations. The managerial skills and knowledge are in the centre of this process of innovations (Papulová and Mokros, 2007). Many times these facts are underestimated by small entrepreneurs and overlooked by support programs for development of this size of entrepreneurship.

Small and medium enterprises (SMEs) form considerable part of Domestic Economy and they are also considered as an important source for development of the Economy (Gerber, 2001). Development and support programs for SMEs should also focus on the area to help develop entrepreneurship skills and knowledge. However, due to lack of comparable results world-wide, there is need to understand how entrepreneurial skills identified elsewhere contribute to performance of SMEs in Tanzania (Gakure, Ngugi, Waititu and Keraro, 2013).

1.3	Relevance of Pride Tanzania in this Study
1.3.1	PRIDE Tanzania Profile
Promotion of Rural Initiative and Development Enterprises Limited (PRIDE Tanzania) is a Micro Finance institution (MFI) involved in the provision of credit to entrepreneurs in Tanzania. PRIDE Tanzania was incorporated on 5th May 1993 under Cap. 212 as a company limited by guarantee. PRIDE Tanzania started its operations in January 1994 with its first branch and head office in Arusha. PRIDE Tanzania borrowed its lending model from the Grameen Bank which was founded in the 1970s by Professor Muhammad Yunus of Bangladesh. 

PRIDE Tanzania started its operations in 2007. Its creation was as a result of the 1998 amendment of the Banking and Financial Institutions’ Act of 1991 that provided for the creation of Banks and Financial Institutions specialized as Microfinance Institutions (MFIs) (Rubambe, 2005) to extend financial serviced to the low and medium income group.

PRIDE Tanzania provides small loans to borrowers through Group Lending Scheme (GLS) without conventional collateral. The term of the loans is short (Usually less than two years) and requires that the proceeds be used for investment in productive capital (PRIDE Policies and Procedures Manual, 2010). Plans are underway to introduce collateral-dependent products to compete with the mainstream formal credit providers.

Individuals from the same geographic area (usually not more than 5 Kilometers from the PRIDE Tanzania offices) form groups of five members called Enterprise Groups (EG). 10 of such groups (EGs) form a Market Enterprise Committee (MEC) and this is the main group that members are allowed to access loans through. Each member must be willing to vouch for the creditworthiness of the other members and as a result the groups tend to be made up of individuals who know one another well. Membership in the group is limited to those with any form of legal business activity, however small (PRIDE Policies and Procedures Manual, 2010). Each member is required to save at least TShs.3, 000/= compulsory savings per week in addition to the weekly loan repayment amount. Loans range between 300,000/= - 25,000,000/= and the group that appraises a loan is responsible for any eventuality in case a client defaults.

The loans and compulsory weekly savings are recorded, managed, monitored and tracked by specialized software developed by Craft Silicon for PRIDE Tanzania- Bankers Realm Mfo (BR Mfo). This tracking software enables periodic reports extraction to ensure clients’ savings and loan repayments are properly accounted for.
Challenges facing PRIDE Tanzania.

PRIDE Tanzania being one of the main MFIs in Tanzania faces challenges that affect its performance and growth. The lending methodology used by PRIDE Tanzania has been effective over the years but is currently facing hardships caused by competition, changing customer perceptions, poor business management skills (clients) that lead to low incomes that result to poor loan repayments. Through collective responsibility on non performing loans, PRIDE Tanzania has been losing good clients who fear for losing their savings and meager profits to pay for defaulters’ loan (PRIDE Tanzania Annual Report, 2013). 

In the 2013/2014 performance report, it was noted that the simplified lending procedures and policies by PRIDE Tanzania had resulted into growth in both client population and portfolio (The outstanding loan balances in the hands of clients) but at a price. Portfolio quality has worsened compared to 2003-2008 figures. The current Portfolio at Risk (PAR) value is 12% compared to 5% in 2008.  Good clients are getting disenchanted with the group lending procedures that hold group members responsible for bad loans and worst of all employees are getting hard time in monitoring weekly loan repayment sessions in the MECs. This poses a big challenge to employees who have to spend their time on defaulter follow-up. This trend if left unattended, will lead to the demise of the groups (MECs) and eventual death of PRIDE Tanzania. Through this study, PRIDE may consider advancing loans to individuals with proven business management skills to enhance loan repayment rates and diminish loses through bad debts and client exits.

1.4	Statement of the Problem
SMEs are considered to be important in the economic development in Tanzania as they are one of the main sources of employment and income for the majority of Tanzanians. The growth and performance of SMEs in both formal and informal sectors has been increasing over the last decade and their importance cannot be underestimated (Terry 2006; Kessy and Urio, 2006). 

However, lack of entrepreneurship skills has limited the growth of enterprises. Furthermore, field study by TechnoServe (2013) found that as a relatively new market economy, Tanzania is still testing how business is done in a free market. Many small and medium business owners especially in rural areas as in this study, remain highly risk averse, and even the most compelling business opportunity can be rejected. Some studies which have been conducted in entrepreneurial development and performance concentrated either on females only (Kessy, 2009), or youth (ILO, 2008) but not in semi-urban and rural settings. Moreover, some of the recent studies were conducted in hotels in Taiwan (Chou, 2012). The study by Chou examined effects of entrepreneurship and interpersonal networks on increasing overall business performance for Bed-and-Breakfast (B&B) inns.  Another study examined relative contribution of management skills to the success of these SMEs in Nigeria (Agbim, 2013).

A most recent Kenyan study by Gakure, Ngugi, Waititu and Keraro (2013) examined the effect of entrepreneurial skills on the sustainability of Small and Medium Family Enterprises after the exit of the founders. The study established that entrepreneurial skills have a great positive influence on sustainability of Small and Medium Family Enterprises. However, to date, limited study has been conducted and availed to the public on the effect of entrepreneurship skills on growth and performance of SMEs in Tanzania despite the various entrepreneurship development programs in the country. Consequently, this is the first study of entrepreneurship skills and its effects on growth and performance of SMEs in Kahama district, Shinyanga region. It bridges the gap in literature and its general objective is to investigate the effect of entrepreneurship skills on the performance of small and medium enterprises in Kahama, Tanzania: A case of PRIDE supported Entrepreneurs.

1.5	Objectives of the Study
1.5.1	General Objective
The general objective of this study was to examine the effect of Entrepreneurship skills on the performance of Small and Medium Enterprises in Kahama, Tanzania: A case of PRIDE supported Entrepreneurs.
1.5.2	Specific Objectives
To achieve the general objective, the research was guided by the following specific objectives:
(i)	To establish whether PRIDE supported entrepreneurs in Kahama district had received training on Entrepreneurship skills.
(ii)	To determine if Entrepreneurship skills were applied in establishing the identified SMEs owned by PRIDE supported Entrepreneurs in Kahama. 
(iii)	To establish the effects of Entrepreneurship skills on SME performance in Kahama.
(iv)	To identify constraints that limited the application of Entrepreneurship skills in the SMEs owned by PRIDE supported entrepreneurs in Kahama.

1.6	Research Questions
(i)	Have Pride supported entrepreneurs in Kahama received any training on Entrepreneurship skills?
(ii)	Were Entrepreneurship skills applied in establishing the identified SMEs owned by PRIDE supported Entrepreneurs in Kahama? 
(iii)	What are the effects of Entrepreneurship skills on SME performance in Kahama?
(iv)	What are the constraints limiting the application of Entrepreneurship skills in the SMEs run by PRIDE supported entrepreneurs in Kahama?

1.7	Justification and Significance of the Study
This topic on ‘The Effect of Entrepreneurship skills on the performance of SMEs in Kahama district, Tanzania’ is worthy of academic study because it is an un-researched area guided by the Research objectives. The research outcome will be of great importance to the lending institutions and important to Tanzania Government policy makers on SMEs development in the country.

1.8	Un-Researched Area
Literature on SMEs is limited in Tanzania. Furthermore, there is little academic level information known about SMEs in Kahama district. This study will add to the body of knowledge and will also provide a basis for further research. Thus, this study will contribute to debates on SMEs development in Kahama district in particular but also in Tanzania in general. 

1.9	Importance of Research Outcome
The research outcome has increased the understanding on factors affecting the development of SMEs and has offered inputs for the process of designing measures to improve SMEs development as well as provide supporting information for formulating National entrepreneurship development strategy. 

Furthermore, the findings will make significant contribution to the enhancement of the growth potential of business ventures through understanding the effects of an entrepreneur’s personal traits linked to entrepreneurship skills and personal networks on Entrepreneurial development.  This study will also benefit the Lending institutions both in the Formal and Informal Credit sector and the Government of Tanzania and its agencies. This study has shed light on issues pertaining to the small and medium business development.
1.10	Entrepreneurship in Tanzania
Through this study, the role of SMEs’ activities has been well articulated and therefore has led to support the idea that SMEs can be an alternative way to helping the development of informal sector in Tanzania (Mbilinyi and Shundi, 1999; URT, 2003; Rwanshane, 2000). SMEs are the source of employment for the majority of Tanzanians and indeed the engine for socio-economic development (Tanzania Ministry of Trade and Industry, 2003). 

Understanding factors that favor SME performance and issues facing these entrepreneurs in urban and semi-urban areas will assist stakeholders to come up with programs to improve Rural and Urban based initiatives which will ultimately alleviate poverty and improve standard of living of the entrepreneurs and their dependants.

1.11	Delimitation and Scope of the Study
This study was conducted in Kahama and focused on SME owners who were running businesses in Kahama area of Shinyanga Region but also active clients taking loans from PRIDE Tanzania. The study was limited to SME owners who had been operating their business enterprises for at least three years. The category of respondents accessing Loans from PRIDE Tanzania were generally referred to as ‘entrepreneurs’ though in view of the survey, it became evident that from the definition adopted for the study, most of them did not the characteristics of entrepreneurs.

1.12	Definition of Key Terms
Characteristics: Key personal and organizational features of entrepreneurs in SMEs.
Enterprise: Commercial venture other than Technological and Consultancy services (Tanzania Ministry of Trade and Industry, 2003).

Micro-Finance: Refers to the provision of financial services to low-income clients, including consumers and the Self-employed (Tanzania Ministry of Trade and Industry, 2003).

Small Enterprise: A business engaged in commercial activities whose capital is exceeding 20,000 and not exceeding 50,000 shillings, other than high Technological and Consultancy service Institutions (Tanzania Ministry of Trade and Industry, 2003).

Medium Enterprise: Mbilinyi and Shundi (1991) defined Medium enterprises as those enterprises employing more than five paid or unpaid employees including the owner. In this study, Medium Enterprises were taken to be those businesses employing up to 49 persons as defined by URT (2003).  

Entrepreneur: A person (male or female) who is engaged in enterprise activities. The greatest concentration of the entrepreneurs is in Informal sector (SME Policy, 2002). 

Informal Sector:  Individuals or groups of people who are engaged in legitimate business enterprises some of whom may be regulated by the government but the vast majorities are considered to be operating outside the legal regulations of the state (URT, 2002).
Entrepreneurial Skills: Skills that complement the ability of the entrepreneur to analyze situations, opportunities and environments and assist the entrepreneur to organize, manage and assume the risks and rewards of a business or enterprise (Kuratko and Hodgetts, 2008).

1.13	Organization of the MBA Dissertation












2.0  LITERATURE REVIEW

2.1	Introduction
The previous chapter provided the introduction to this study. This chapter covers detailed literature review of the main concepts of this research work namely entrepreneurship, enterprises and business performance.

2.2	An Overview of Entrepreneurship
As globalization reshapes the international economic landscape and technological change creates greater uncertainty in the world economy, the dynamism of entrepreneurship is believed to be able to help to meet the new economic, social and environmental challenges (Mulegeta, 2011). Governments world-wide increasingly consider entrepreneurship and innovation to be the cornerstones of a competitive National Economy, and in most countries Entrepreneurship policies are in fact closely connected to innovation policies, with which they share many characteristics and challenges (Kuratko and Hodgets, 2008). 

Despite the general interest, entrepreneurship objectives and policies nevertheless differ considerably among countries, owing to different policy needs and diverse perspectives on what is meant by entrepreneurship (Elkan, 1998). In support of this, Schumpeter (2005) states that in some countries, entrepreneurship is linked to regional development programs and the creation of new firms is stimulated to boost employment and output in depressed regions. In other countries, entrepreneurship is a key element of strategies designed to facilitate the participation of certain target groups, such as women or minorities in the economy. Some countries simply seek to increase firm creation as such, while others set out to support high-growth firms. While many countries are making serious efforts to support entrepreneurship, results appear to vary.

In other situations, countries especially developing ones such as Tanzania, they want to understand the determinants of and obstacles to entrepreneurship, and they need to analyze the effectiveness of different policy approaches. Thus, the lack of internationally comparable empirical evidence has however constrained our understanding of entrepreneurship and many questions remain unanswered (Hilsrich, 2005). Ultimately, policy making by each country must be guided, as far as possible, by evidence and facts gathered from research.

2.2.1	Definitions of Entrepreneurship
Different authors have defined entrepreneurship differently depending on their ideology but still there are few common elements among authors. Kilby (1971) defined entrepreneurship on three essential attributes. First is the ability to perceive potentially profitable business opportunities. Second is the willingness to act on what is perceived. Third is the necessary organizing ability to align all available resources into a profitable combination with a profit generating potential. Entrepreneurship operates in an environment greatly influenced by government policy.  

Timmons & Spinneli (2007) define entrepreneurship as a way of thinking, reasoning and acting that is opportunity obsessed, holistic in approach, and based on leadership balance. From the selected definitions of entrepreneurship in this study, there is agreement that we are talking about a kind of behavior that includes: - initiative taking, the organizing and re-organizing of social and economic mechanisms to turn resources and situations to practical account and finally the acceptance of risk or failure. Nevertheless, in the case of this study, the researcher opted for a combination of Kilby’s (1971) and Timmons & Spinneli (2007) definition of entrepreneurship.

2.2.2	Entrepreneur
Moore et al. (2008) define an entrepreneur as an individual who discovers market needs and launches new firms to meet these needs. Kuratko and Hodgetts (2008) define entrepreneurs as individuals who recognize opportunities where others see chaos or confusion and are aggressive catalysts for change within the marketplace. Entrepreneurship is more than the mere act of enterprise creation. Enterprise creation is an important facet in entrepreneurship. The characteristics of seeking opportunity, taking risks beyond security and having the vigor to push an idea through to reality make people with an important mindset (Holt, 1992). 

In more recent times, the term entrepreneurship has been extended to include elements not necessarily related to enterprise formation (Hisrich, 2012). Activities like conceptualization of entrepreneurship are a specific mindset resulting in entrepreneurial initiatives like social entrepreneurship, political entrepreneurship and knowledge entrepreneurship. For the purpose of this study, all active owner managers of enterprises are considered as entrepreneurs.

2.2.3	Development of the Entrepreneur 
Contrary to the assumption of Western-based models that entrepreneurial career is chosen, in Africa, most entrepreneurs are forced into it by the urgent need to earn a living and survive (Olomi and Rutashobya, 1999). In Africa the expansion of entrepreneurship is curtailed by legal, administrative, socio-economic and political factors rather than the characteristics of entrepreneurs themselves (Lydall, 1992). Given this background, concerted entrepreneurship development is imperative in order to cultivate entrepreneurial talents in the business community. 

What has been written about entrepreneurship in Africa paints a gloomy picture (Elkan, 1973). It stresses the difficulties that Africans have sometimes experienced in running large and even small businesses (Elkan, 1973). Part of the gloom stems from viewing entrepreneurship in the wrong context. In a less restrictive economic environment, entrepreneurship is not likely to prove the bottleneck that is often feared. In particular, African entrepreneurship is more likely to succeed in relatively small businesses than in the large undertakings.

An initial upsurge of development of most societies has often been attributable to the enterprise of a minority group as it is the case with the Chinese in Southeast Asia; "Levantines" in West Africa; Asians in East Africa; Parsees in India; Samurai in nineteenth-century Japan; and Non-Conformists, especially Quakers in seventeenth-century England. They did not share a common race or beliefs that predisposed them to entrepreneurial aptitudes. However, they were all minorities, and their feelings of insecurity may have encouraged them to seek economic success (Hoselitz, 1957; Elkan, 1973). Schatz (1977) writing specifically about Nigerians, found them "responsive to the possibility of gain and ready to pursue economic advantage vigorously and strenuously.” He also describes them as "flexible and venturesome, willing to seek far and wide and to take risks in the quest for profit.”
Lack of finance on reasonable terms is the most frequently cited deterrent to entrepreneurship (Elkan, 1986). Banks confine lending to the larger, established enterprises, consequently, new ventures, small or large, are forced to borrow in the informal market where interest rates are much higher (Elkan, 1986; Anderson and Khambata, 1985). This diagnosis explains why so much thought, effort, and money has gone into development banks and other credit institutions that provide loans at subsidized rates of interest (Research Observer 3, 1988).

A distinction is sometimes made between the investment aspects of entrepreneurship, that is, identifying market opportunities and acting upon them and the managerial side i.e. running a business once it is established (Anderson, 1982). Most of the programs designed to improve the efficiency of SMEs are concerned only with the managerial side. They concentrate on teaching personnel management, human relations, stock control, and accountancy. The emphasis on accountancy is of long standing. Small businesses do not keep books, often fail to distinguish between business and household expenditures, and are therefore, unable to compute their total capital. No doubt, these deficiencies matter when firms grow beyond a certain size. 

However, for most small firms the most vital requirement is business acumen - a feel for buying in the cheapest market and selling in the dearest. That does not even require literacy: witness the early experience of Marks and Spencer, which has ultimately become one of Britain's most successful multiple chain stores (Rees, 1969). What is questioned here is the extent to which training programs can really provide a cure. There is no real evidence of improvements in performance as a result of attending a course in entrepreneurship. It is not enough simply to assert the need for training without demonstrating that it is effective. Elkan (1983) points out that Page and Steele's careful and balanced report on small enterprise development asserts rather than demonstrates need for training, although Page and Steele (1984) redeem themselves by conceding that "there is insufficient knowledge about how to provide training effectively. Their observation does not address the pertinent issue of the benefits of entrepreneurial skills for small businesses. 

Being "entrepreneurial" may not be incompatible with being bad at running a business once it has been established. For example, in most African countries, the biggest entrepreneurial successes have not been in large industry but in property development and large-scale agriculture. In Kenya one purchaser of an unprofitable large farm near Eldoret used the profits of his butchery and beer hall to transform the fortunes of his farm. Likewise, Ivorians are said to prefer agriculture and property dealing because they promise a higher rate of return than large industry (Hake, 1977).

Commercial skills are much more a product of circumstances than of innate qualities (Elkan, 1958). In Kenya, the Kikuyu have a reputation for being entrepreneurial, yet their pre-colonial history offers a satisfactory explanation in their geographical location, half way between the coast and the interior. The Akamba next door are reputed to be less entrepreneurial, yet, when the opportunity arose to create a lucrative woodcarving industry that now has a worldwide market, they showed a high degree of commercial talent (Elkan, 1958). There is a general agreement that entrepreneurial career can be developed through entrepreneurial training (Olomi, 1999; Themba et al., 1999; Black et al., 2005). 
Themba et al. (1999) posit that an entrepreneurial culture can be created through among other things, practical oriented business courses and need-specific training. They urge that education and training can “strengthen the need for achievement, alleviate fear of failure and enhance self-confidence”.  Indeed it has been shown that entrepreneurial learning capability does not only lead to the development of management skills but also to entrepreneurial success in terms of improved efficiency, cost reductions, higher productivity and it also triggers personal entrepreneurial skills (Snell et al.,1996; Sharma and Vredenburg, 1998).

Ongoing support services are also important in creating and nurturing entrepreneurs. Writing about support systems for Micro and Small enterprises in Morogoro District in Tanzania, Mbilinyi (1999) found that the successful entrepreneurs were those that received credit package with follow-up training component. Thus, training and  technical assistance   are considered necessary components of SME projects because they  guarantee effective use of credit and enhance borrowers’ productivity and income (Berger, 1989; McKee, 1989).

In brief, entrepreneurs can be created through provision of relevant training and education programs although in developed economies there is a conception that entrepreneurs are born and not made. That is, even though there is still an ongoing argument that no matter how much specialized education and training is offered to a person, they either have the right stuff to excel or they don’t (Laser, 2007).  Recent studies tend to support the argument whether entrepreneurs’ traits are an inherent part of an entrepreneur’s character or not. Studies have confirmed that entrepreneurship skills can be acquired through experience or training (Black, 2005).
2.2.4	Characteristics of the Entrepreneur
Several studies have found that demographic characteristics such as age, gender, individual background on education and former work experience all have an impact on entrepreneurial intention and endeavor (Kolvereid, 1996; Mazzarol et al., 1999).

2.2.4.1	Age of the Entrepreneur
Reynolds et al. (2000) found that individuals aged 25-44 years were the most entrepreneurially active. Findings from another study in India by Sinha (1996) disclosed that successful entrepreneur were relatively younger in age.

2.2.4.2	The Entrepreneurs’ Gender 
Mazzarol et al. (1999) found that females were generally less likely to be founders of new business than male. Similarly, Kolvereid (1996) found that males had significantly higher entrepreneurial intentions than females.

2.2.4.3	The Entrepreneurs’ Business Experience
Kolvereid (1996) found that individuals with prior entrepreneurial experience had significantly higher entrepreneurial intentions than those without such experience. Conversely, Mazzarol, et al. (1999) found that respondents with previous government employment experience were less likely to be successful founders of small-businesses. However, the authors did not investigate the relationship between previous employment experience in private companies and entrepreneurial intentions. A research by Charney and Libecap (2000) found that entrepreneurship education produces self-sufficient enterprising individuals. Furthermore, they found that entrepreneurship education increases the formation of new ventures, the likelihood of self-employment, the likelihood of developing new products, and the likelihood of self-employed graduates owning a high-technology business. Also, the study revealed that entrepreneurship education given to employee increases the sales growth rates of emerging firms and graduates’ assets. 

Similarly, Sinha (1996) who analyzed the educational background of the entrepreneur revealed that 72% of the successful entrepreneurs had a minimum of technical qualification, whereas most of the unsuccessful entrepreneurs (67%) did not have any technical background. The author summed up that entrepreneurs with business and technical educational background are in a better position to appreciate and analyze hard reality and deal with it intuitively, which seems to play a critical role in entrepreneurial effectiveness.

2.2.4.4	Skills of Entrepreneurs 
Entrepreneurial Skills are the skills that complement the ability of the entrepreneur to analyze situations, opportunities and environments and assist the entrepreneur/manager to organize, manage and assume the risks and rewards of a business or enterprise (Kuratko and Hodgetts, 2008). That is, Entrepreneurship skills are particularly important to performance in emerging market economies such as Tanzania. The skills may ignite more entrepreneurial opportunities and nature attractive innovative enterprises that will eventually create successful entrepreneurs. Several researchers have acknowledged the fact that skills such as management skills can be acquired. Personal qualities have a strong influence on the management skills/ competencies of the entrepreneur (Baum et al., 2001; Westerberg et al, 1997, Chandler and Jansen, 1992). 
According to Shane (2000), an entrepreneur can discover only those opportunities related to his/her prior knowledge. It is presumed that prior knowledge creates a “knowledge corridor” that allows an entrepreneur to recognize certain business opportunities, but not others (Ardichvili et al., 2003). Furthermore, literature reveals that the management skills of an entrepreneur refer to knowledge, skills, and/or abilities required for managing a venture (Sambasivan et al., 2009). Another study by Hood and Young (1993) found that financial management, accounting, marketing and sales were meaningful skill areas of successful entrepreneurs. 

Thus, to be successful, Malecki (1997) argues that entrepreneurs must know how to integrate scientific knowledge, facts, and management techniques with contextual experience.  This implies that an entrepreneur’s management skills are favorable to business performance and development (Cooper & Gimeno-Gascon, 1994; Bird, 1995). In addition, it has been acknowledged that new ventures rely on whatever knowledge resources are brought to the table by the founders (Brush et al., 2001). 

Through empirical studies based on his consultancy practice, Gerber (2001) points out that small business are founded mostly by technicians, specialists, or professionals in certain fields and most of entrepreneurs perform their own technical work with high quality and efficiency. However, seldom are management and managerial skills neglected. Similarly, several academic researchers have examined the effectiveness and support initiatives focused on providing entrepreneurs with the abilities and insight to develop their businesses (De Faoite et al., 2003).  A mixture of studies found that some key factors that may lead to the business failure were due to the lack of management skills or competencies (ONeill and Duker, 1986; Terpstra and Olson, 1993) and the other perspective concluded that management skills of entrepreneurs were conducive to business performance and growth (Bird, 1993; Cooper and Gimeno-Gascon, 1992; Black et al., 2005). 

Furthermore, some scholars argue that successful entrepreneurs were typically able to employ a host of various skills in areas such as financial management, accounting and marketing (Hood and Young, 1993). Some researches such as that of Lussiers and Pfeifer (2001) empirically established that in addition to competencies and personality traits, human capital of individual entrepreneurs play a role in contributing to the success of entrepreneurs. Their study found that entrepreneur with higher education level, industrial and managerial experience, and business exposure has greater chance of succeeding compared to people without tertiary education, minimal industrial and managerial experience, and with little or no business exposure. 

Brush et al. (2001) asserted that one of the biggest challenges facing new ventures is transforming the founder CEO’s personal knowledge of the industry, market, and product into organizational resources. Management of prior knowledge is an important factor in opportunity recognition. Three major dimensions of prior knowledge considered to be important to the process of opportunity recognition are: - prior knowledge of markets, prior knowledge of ways to serve markets, and prior knowledge of customer problems (Ardichvili, et al., 2003). 

Some studies in service industries such as tourism and hospitality offer some insights into identifying firm resources capable of generating sustainability, including proper communication and coordination skills, behavioral performance skills, information exchange skills and speed of transaction management competency (Lundberg, et al., 1995; Olsen et al., 1992). This argument is supported by Lerner and Haber (2001) who found that good managerial skills were critical to performance of the small tourism venture. 

In brief, prior knowledge, through entrepreneurial alertness ultimately helps entrepreneurs discover innovative ways (opportunity recognition) to satisfy the needs of the customers through new products, services and processes (Sambasivan, et al., 2009). And for this reason, the role and management of information in opportunity recognition is critical especially in high-technology domains (Ozgen and Minsky, 2006). 

That is, higher skills and knowledge of entrepreneurs leads to greater likelihood to the success in entrepreneurship (Yusof, 2012). A good number of studies have acknowledged the fact that prior knowledge of a market, industry, or customer needs are important entrepreneurship skills and can be a major advantage for entrepreneurs in terms of recognizing potentially profitable opportunities (McKelvie and Wiklund, 2004; Shane, 2000). 

These studies have argued that “prior knowledge of customer needs and ways to meet them greatly enhances entrepreneurs’ ability to provide innovative solutions to these problems” and thus they are important in recognizing potentially valuable business opportunities (Baron, 2007). Three types of procedural knowledge are important (Wiklund and Shepherd, 2003): knowledge about the industry, knowledge about the type of business and knowledge about starting up new ventures. Findings by Haber and Reichel (2007) found that a large number of small tourism ventures in Israel showed that the entrepreneurial human capital, particularly managerial skills, were the strongest contributor to small venture performance both in short and long term perspectives. Furthermore, entrepreneurial learning capability and pro-activity have been identified as key dimensions of management skills (Sharma and Vredenburg, 1998). 

Entrepreneurial learning capability does not only lead to the development of management skills but also to entrepreneurial success in terms of improved efficiency, cost reductions, higher productivity and it also triggers personal entrepreneurial skills. It has been noted that enterprises with higher learning capability are more sensitive to changes and tendencies in the market. They are usually more flexible and respond more quickly than their competitors to such changes because entrepreneurial learning provides for the creation of new useful knowledge for making decisions in the enterprise, allowing for more complete adaptation to the environment and increased efficiency capabilities (Snell et al., 1996; Brockmand and Morgan, 2003). 

One of the necessary management skills that entrepreneurs need to have is a good plan. This in turn can help the entrepreneurs in business marketing and earn the trust of customers and suppliers (Batten, 2002) and thereby contribute to business success. Perelman (2001) reviewed the management style of women entrepreneurs in high technology industries, in a rapidly changing environment. These entrepreneurs were found to make decisions in an environment that is clouded by uncertainty and ambiguity, thus, good decision is largely dependent on their judgment. Perelman found that to be successful in their businesses, decisions that they made needed to reflect the changing needs of high-tech industries. In addition, they were flexible in risk-taking, focus, personal involvement in day-to-day running of the business, creativity, energy renewal (innovation), understanding (insight) and business impulse (intuition) (Timmons and Spinelli, 2000; Hilsrich et al., 2002). All these were required to ensure good management skills. In summary, based on the literature reviewed above, some of the most important Entrepreneurship skills which affect entrepreneurial success are listed in Table 2.1.

Table 2.1: Entrepreneurship Skill
S/N	Skills
1	Opportunity recognition
2	Willingness to act on opportunity
3	Aligning available resources to maximize profit
4	Using prior knowledge of customer needs and ways to meet them
5	Management skills
Source: Compiled from Literature Review (2014)

2.2.5	Entrepreneurship Theories
Kuratko and Hodgetts (2008) define entrepreneurship theories as verifiable and logically coherent formulations of relationships, or underlying principles that either explains entrepreneurship, predict entrepreneurial activities, or provide normative guidance. Early scholars such as Joseph Schumpeter, Marx Weber, David McClelland and others looked at entrepreneurship from hypothesizing several theories among them like psychological, sociological and economic theories.  In this vein, Schumpeter and McClelland were the main proponents of the psychological theories which looked at the individual characteristics or traits of entrepreneurs which made them different from other people. 

On the other hand, Marx Weber and others proposed sociological theories of entrepreneurship, where they hypothesized that the social environment under which an entrepreneur lived in, shaped a person to become an entrepreneur. The third category is the economic theories whose proponents were Adam Smith and Richard Cantillon in the 17th and 18th centuries respectively. They saw entrepreneurs as people of ‘creative destruction’ for economic growth (McClelland, 1965; Weber, 1958; Schumpeter, 1928; Holt, 1992; Dollinger, 1995). Linked to the economic theory is theory of Entrepreneurial Discovery-Austrian perspective (Swedburg, 2000). This theory is based on anticipating market behavior and needs of customers exactly and correctly. 

2.2.5.1	Psychological Theories
Psychological or personal theory brings out the difference in individuals’ attitudes. According to these psychological theories, the difference in attitudes (i.e. the internal attitudes) and the ability to judge and forecast the situation lead a person to become a successful entrepreneur (Holt, 1992). Islam (1989)  observed that, perhaps the first and certainly, the most important theory of Entrepreneurship’s psychological roots was put forward in early 1960’s by David McClelland, who found that certain kinds of people, including and especially those who become entrepreneurs have a high need for achievement, high need for affiliation, and high need for power. 
According to McClelland, high need for achievement (N-ach) is the desire to do well, not so much for the sake of social recognition or prestige but for the sake of an inner feeling of personal accomplishment. McClelland proposes that people with high N-ach have a strong desire to solve problems on their own; enjoy setting goals and achieving them through their own efforts; like receiving feedback on how well they are doing; are highly motivated; are likely to take calculated risks and like autonomy (McClelland, 1972). According to McClelland these desires are formed during middle childhood. Despite its wide acceptance, McClelland’s theory faced criticism as it failed to discuss competence and ignored the influence of external environment.

One of the elements in McClelland’s theory is willingness for risk taking (Risk taking propensity). New venture creation involves taking risk and financing of such a venture is called risk capital. McClelland and Everett Hagan attribute that the inculcation of the achievement motive is associated to child rearing practices which stress standard of excellence, material wealth, self reliance training and low father dominance. These traits are formed during childhood and produced by reasonably high standards of excellence imposed at a time when the child can attain them (McClelland, 1972). 

Furthermore, Shane (2003) notes that there are several ideas as to why someone becomes an entrepreneur. Some of these ideas belong to the psychological theories of entrepreneurship, which basically suggests that there are a number of psychological traits possessed by the entrepreneur which allow him or her to undertake such a task. The following are the psychological traits noted by Shane (2003) to be associated with an entrepreneur: - there is a leader, the entrepreneur, who is the driving force behind economic events; inside the mind of this entrepreneur is a vision of a future state that is preferred to the present state through a semiconscious process of intuition and insight rooted in experience. The Entrepreneur develops this vision and a strategy of how to implement it; this vision is promoted diligently and passionately by the entrepreneur. 

The job for many people provides a feeling of being “alive” or the satisfaction of serving society; the strategy is deliberate and the overall vision is clear, however details may be malleable, incomplete, and emergent; Entrepreneurial strategies tend to go along with simple centralized organizational structures that respond quickly to the entrepreneur’s directives; Entrepreneurial strategies tend to be used in niche markets that have not been noticed by the large industry leaders. Essentially, Shane (2003) proposed that entrepreneur ought to see things that other people are not to see as business opportunities and be able to act on them (risk taking). This kind of inclination of behavior or traits can also be learned through training and other kinds of education programs.

2.2.5.2	Sociological Theories
The sociological theories on the other hand try to explain the social conditions from which entrepreneurs emerge and the social factors that influence their decision (Osborne, 1991). Weber and others hypothesized that the adoring entrepreneurial energies are generated by the adoption of exogenously supplied religious beliefs (Weber, 1946). For the faithful, these beliefs, both in their direct implications for practical conduct and in the entrained anxiety to generate signs of favorable predestination, produce intensive exertion in occupational pursuit (Weber, 1958). The occupational pursuit is presumed to be a systematic order of means to ends (rather than end itself) and the accumulation of productive assets. 

2.2.5.3	Theory of Entrepreneurial Discovery-Austrian Perspective
Austrian Theory of Entrepreneurship relates to anticipation of market behavior and needs of customers exactly and correctly so as to produce more cheaply than competitors and earn profit (Swedburg, 2000). This is related to economic theories. Entrepreneur makes it useful for customers and hence as it will be more useful, entrepreneur can earn more. This idea is directly linked to earning profit while anticipating market and customer needs in advance. 

By this theory, it is showed that successful entrepreneurs will be those who can earn more profit.  Entrepreneurial discovery emerged in Austrian Economics by evolving two elements. First, the market acts as an entrepreneurially driven process and second is knowledge, which can be increased by market interaction (Kirzner, 1997). Austrian entrepreneurial discovery theory has three main concepts. These components are entrepreneurial role, the role of discovery and rivalries competition. 

Essentially, the Austrian approach emphasizes entrepreneurship with economic activity and market processes. In summary Austrian approach emphasizes entrepreneurship with economic activity and market processes while according to Schumpeter’s theory, entrepreneurship is a cocktail of practices relating to economic, personal and sociological aspects. Both theories have different and similar aspects on entrepreneurship.
2.2.5.4 Timmons’ Model of Entrepreneurship
Timmons (2008) described different components of entrepreneurship and named them entrepreneurial processes. His model emphasizes three entrepreneurial components which are Opportunity, Resource and the Team. Each component is discussed next.

 (i)	Opportunity
Where there are more imperfect markets there will be more opportunities to exploit. This is according to Timmons (2008), “The greater the rate of change, the discontinuities and the chaos, the greater is the opportunity.” Entrepreneur will have more room to exploit prevailing opportunities. So the important task is to search for those opportunities and capitalize on them. This is a core characteristic of an entrepreneur that he/she should be opportunistic in orientation.

 (ii)	Resources
 Resources are not always first priority to an entrepreneur. Innovative business idea is at top of his/her priority list. No doubt, new business always needs lots of resources but if there will be no business idea then this money is useless (Riesman, 2004). According Schumpeter (Riesman, 2004), an entrepreneur has the strength to stand up and resist if he/she feels any problem even in the form of resources. If an entrepreneur has a problem to access financial resources from a bank then he/she may have capabilities to seek alternative ways to access resources.

(iii)	Team
Team in a firm always stand firm with organizational objective (Riesman, 2004). It is also a core characteristic of an entrepreneur and an important factor of entrepreneurship. The entrepreneur should make up a team and utilize team strengths to achieve firm’s overall objective. This is teamwork which works well during periods of uncertainty. Teamwork provides solidarity in times of adversity. In summary, various authors have different approaches on entrepreneurship and the entrepreneur. This may be due to their research and the environment in which they worked or are working. Each provides ways of explaining entrepreneurship. In general, innovation, risk taking and creativity are essential parts of theories of entrepreneurship.

2.3	Small and Medium Enterprises
2.3.1	Definition of Small and Medium Enterprises 
There is no universally accepted definition of Small and Medium Enterprises since the concept reflects the level of development of a particular country (URT, 2003). However, in defining Small and Medium Enterprises, the most frequently used indicators are amount of capital investment, number of employees and sales volume (Mbilinyi and Shundi, 1999; URT 2003; Rwanshane, 2000). 

Accordingly, in Japan, small and medium enterprises are defined in terms of main activity, paid up capital and number of paid employees.  For example, in the retail and service trade, paid up capital is up to 10 million Yen, and a maximum of 50 employees (Bandera and Mbilinyi, 1999). In Tanzania, the 1991 National Informal Sector Survey and the 1995 Dar es salaam Informal Sector Survey, Micro and Small Enterprises were defined as those enterprises with a capital investment of Tshs. 500,000/= or less and up to 10 paid employees (Mbilinyi, 1999; Mbilinyi and Shundi, 1999).  The determining factor about definitions of SMEs is the level of development of a given country today. 

Almost a decade later, SMEs are still defined as those enterprises employing up to 49 employees and with a capital investment not exceeding Tshs.20 million (URT, 2003). Up to now there has been no revision of the definition. Accordingly, Micro Enterprises are those enterprises having 1-4 employees, capital investment of up to Tshs.5 million while small enterprises are employing 5-49 people and with a capital investment of more than Tsh. 5 million but less than Tshs.20 million. The level of capital investment is taken as the determining factor in this classification. 

This definition differ slightly from the one by the International Labor Organization (ILO) (ILO, 2002) according to which Micro enterprises are those businesses that employ less than 10 people while small enterprises are those that employ between 10 and 49 people. In most instances, Tanzanian small Enterprises engage family members and fall into the category of the informal sector. On the other hand, small enterprises are more formal in nature.

Turning specifically to SMEs, these comprise the sub- sector of the smallest units within the Trade and Industries sector (Levitsky, 1993). According to Otieno (1987), a small entrepreneur is a person who begins and owns a business employing no more than five (5) persons. In their study on gender patterns in Tanzania Micro and Small enterprises, Mbilinyi and Shundi (1991) defined small enterprises as those enterprises employing 1-5 paid or unpaid employees including the owner. In this study, SMEs were taken to be those businesses employing up to 49 persons as defined by URT (2003).  The selected entrepreneurs were owner/ managers, that is, entrepreneurs who started, operate and control their businesses. This was considered important because this study focused on SME Growth and performance in Tanzania where these enterprises are the source of employment for over 80% of the population (ILO, 2002). 

2.3.2	The Role of SMEs in Development
Focusing and supporting SMEs can be justified due to their potential to generally increase output, employment, and income as well as being central to innovation (Kantor, 2000). In more specific terms, SMEs can have vital development functions in developing countries such as Tanzania. According to Levitsky (1993) these development functions include:
(i)	To help general employment by using more labor in relation to capital invested.
(ii)	To act as seed for developing entrepreneurial talent.
(iii)	To operate in less populated areas with limited markets and poor infrastructure.
(iv)	To be able to start ventures with limited resources. 
(v)	To provide facilities for people with varying levels of education in both management and technical skills.
(vi)	To supply low cost items for the poor and in certain circumstances, high cost quality products for export.
(vii)	To enable entrepreneurs to weather recession, material shortage and market changes because of their flexibility.
As for Tanzania, according to URT (2003) other functions of SMEs are to contribute to equitable distribution of income and to add value to indigenous African products.When translated into reality, it is found that the economic function of SMEs is to support an increasingly large proportion of the population in many countries especially in the developing world. 

In Tanzania, the small and medium enterprises sector is the second leading employer after peasant agriculture since it employs between 20 and 30 percent of the total labor force (ILO, 2002). For their contribution to Gross Domestic Product (GDP), it is estimated that the SME sector contributes between 35 and 40 percent to GDP (ILO, 2002). A large part of SMEs growth is generated by entrepreneurship processes in both developed and developing countries (ILO, 2003). Their potential contribution to the development of respective countries is widely recognized despite their subordinate role in the society. 

2.4	Concept of Business Performance
According to Ogutu (2010), performance is defined in terms of output terms such as quantified objectives or profitability. Performance has been the subject of extensive and increasing empirical and conceptual investigation in the small business literature (Bidzakin, 2009). The issues that remain unresolved are the goals against which performance should be assessed and from whose perspective the goals should be established (Etzioni, 1998). 

Alasadi and Abdelrahim (2007) in their study, state that ‘The most commonly adopted definition of success (good performance) is financial growth with adequate profits.’ Other definitions of success (good performance) are equally applicable. For example, some entrepreneurs regard success (good performance) as the job satisfaction they derive from achieving desired goals. However, financial growth due to increasing profits has been widely adopted by most researchers and practitioners in business performance models (Kessy, 2009). 

Global Entrepreneurship Monitor (GEM) defined performance in relation to positive outcome as a result of equitable use of resources. Performance entails the act of doing something successfully using knowledge as distinguished from merely possessing it (GEM, 2004). However, performance seems to be conceptualized, operationalized and measured in different ways thus making cross-comparison difficult (Srinivasan et al., 1994). 

Among the most frequently used indicators are business survival, growth in employee volume and profitability (Bidzakin, 2009). A business enterprise could measure its performance using the financial and non-financial measures. The financial measures include sales revenue, profit before tax and turnover, while the non-financial measures focus on issues pertaining to customer satisfaction and customer referral rates, delivery time, waiting time and employee turnover or creation of employment (Bidzakin, 2009). 

Recognizing the limitations of relying solely on either the financial or non-financial measures, owner-managers of the modern small businesses have adopted a hybrid approach using both the financial and non-financial measures (Chou, 2008).  In this study enterprise performance will be measured in terms of sales revenue, asset accumulation, employment creation and loan repayment.
2.5	Empirical Literature Review
Several studies have been conducted with entrepreneurs in SMEs in Tanzania and others outside Tanzania. Next is a review of some of these studies in relation to entrepreneurship skills affecting the growth and performance of SMEs.

2.5.1	Tanzanian Studies
In the study conducted by Terry (2006) in Temeke district, Dar es Salaam in “Assessing the Impact of Micro finance on women entrepreneurs” revealed that the majority of the women experienced positive change in their lives through Microfinance loans offered by FINCA Tanzania.  Nevertheless, some women entrepreneurs experienced hardships associated with loans and lack of economic opportunities due to the deep rooted traditions and cultural barriers. 

However, this study only looked at micro finance given to women entrepreneurs by FINCA Tanzania. The current study looked at both male and female entrepreneurs in terms of their entrepreneurship skills and their individual capital performance in addition to access to Microfinance through PRIDE Tanzania. Kessy and Urio (2006) using a survey method studied the contribution of MFIs in poverty reduction in Tanzania. 

These authors found that the services offered by MFIs changed the lives of people in positive ways. That is, clients increased their incomes; increased capital invested and expanded their business activities significantly including early retirement of bank loans. The study by Kessy and Urio also indicated that MFIs had a positive impact on poverty reduction. However, the study was general in nature and covered various types of MFIs which ranged from informal sources of finance to formal sources like Savings and Credit institutions (SACCOS), Microfinance Institutions and other formal financial institutions (Banks).





Several studies on the subject of effect of entrepreneurship skills on SMEs have been done outside Tanzania. Chou (2008) conducted a study in Taiwan to understand the effects of entrepreneurship skills and interpersonal networks on increasing overall business performance for Bed-and-Breakfast (BandB) inns. This study used a sample of 110 BandB operators in Taiwan and found that entrepreneurship skills and interpersonal networks have direct and positive effects on the success of the business. BandB operators with higher entrepreneurship skills were able to take advantage of interpersonal networks and interaction in order to increase success. 

Agbim (2013) conducted a study in Makurdi town, Benue State of Nigeria and specifically examined the relative contribution of management skills to the success of SMEs. The study used a survey research method using questionnaires on 366 entrepreneurs in trade sector. The study found that the highest relative contribution was made by skills for planning and budgeting for a vibrant marketing strategy. This strategy provided attractive range of products, skills to act quickly on detecting changes in the environment, skills for assessing sales problems as a way of maintaining good customer relations, skills to focus on product quality so as to capture a sizeable market share, and management expertise skills to attract and keep competent employees. This study however, looked at management skills of entrepreneurs in trade sector only and did not examine other entrepreneurship skills in other sectors as is the current study. 

Gakure, Ngugi, Waititu and Keraro (2013) reviewed various literatures regarding the effect of entrepreneurial skills on the sustainability of Small and Medium Family Enterprises after the exit of the founders. This was followed by a study of 225 Small and Medium Enterprises (SMEs) in Nairobi’s Enterprise road and Thika’s light industrial areas in Kenya. The study established that entrepreneurial skills have a great positive influence on sustainability of Small and Medium Family Enterprises. 
More specifically, the study indicated that seventy per cent of the corresponding change in sustainability of Small and Medium Family Enterprises after the exit of the founder can be explained by a unit change in entrepreneurial skills. The findings further suggested that an entrepreneur/owner inculcates an entrepreneurial culture in the enterprise and that entrepreneurial skills of the entrepreneur/managers drive the enterprise to above average performance leading to high profitability for the sustainability of the of Small and Medium Family Enterprise. The study, however, recognized that other factors such as managerial skills, succession plans, individual behaviors and human resource management skills also play a significant role in the sustainability of Small and Medium Family Enterprises after the exit of the founders.

2.6	Gap in the Literature
The studies shown in the preceding discussion, especially those in Tanzania looked at the impact of finance and training on enterprise performance of individual businesses. The prime focus was on Owner-managers rather than entrepreneurs’ skills and access to finance monitored in groups as in this study. Secondly, most of these studies discussed examined one single business sector and were done in urban settings and not rural type of environment where socio-economic idiosyncrasies are different. 

This research seeks to fill this gap and will use both quantitative (questionnaire) and qualitative (in-depth interview) methods to assess the  effect of entrepreneurship skills on business ventures owned by PRIDE Tanzania Clients and the challenges entrepreneurs face in their entrepreneurial activities  in Kahama district of Shinyanga region, Tanzania. 
2.7	Conceptual Framework
A conceptual framework is a research tool for developing awareness and understanding of the situation under scrutiny and to communicate it. It assists a researcher to make meaning of subsequent findings (Guba and Lincoln, 1989). A conceptual framework explains the possible connection between the variables and answers the why questions (Smyth, 2004). By examining the entrepreneurial skills possessed by the SME owners, the study will bring to attention the effect of these skills on business performance of the respective entrepreneurs. This relationship is represented in Figure 2.1.





Figure 2.1:  Conceptual Framework
Source: Developed for this research (2014)

As noted in Figure 2.1, Entrepreneurship skills influence performance of SMEs. The entrepreneurship skills are expected to result in change in performance of entrepreneurial activities including growth in sales, improvement in asset accumulation, change in income level, improvement in local employment and smooth repayment of loans acquired specifically to improve the business. In this relationship, the entrepreneurship skills have been found to have impact on growth and performance of the enterprise (Chou 2012; Gakure et al., 2013; Agbim, 2013). 


















This chapter focuses on the methodology used in this study to address research objectives. It explains the research design, geographical areas of study, target population, sample size and sampling techniques, data collection methods and data analysis. Furthermore, this section discusses reliability and validity of data and finally the ethical considerations. 

3.2	Research Design 
Research design is the conceptual structure within which research is conducted. It constitutes the blueprint for the collection, measurement and analysis of data (Kothari, 2008).  That is, research design is a plan and structuring for selecting the sources and types of information needed to answer the research questions (Cooper and Emory 1995; Cooper and Schindler, 2001).  There are three categories of research designs namely exploratory, explanatory, and descriptive (Yin, 1994; Easwaran and Singh, 2010). 

In this study descriptive research was adopted because this research is concerned with describing the characteristics of the problem with narration of facts and characteristics of individuals, group or situation that the research is investigating (Kothari 2008). Furthermore, this study adopted a descriptive research design, which according to Cooper and Schindler (2003) involves surveying people and recording their responses for analysis. The justification for the adoption of descriptive research design is based on its ability to generate the required data from the sampled respondents for analysis.

In addition, this study incorporated both quantitative and qualitative research approaches within the descriptive design in order to better understand relationship between variables in the research problem. The quantitative approach was through questionnaire while qualitative approach was through use of interviews that allowed the researcher to collect information for understating characteristics of respondents in situations and helped to uncover rationale for their decisions (Saharan, 2003).

In general a combination of quantitative and qualitative approaches was used for several reasons. First, since this is not a statistical research, what was needed was to gather views of the population and the number of participants was not critical but rather attempts were made to be representative. Secondly, the research sought to understand the phenomenon in terms of effects of entrepreneurs’ skills on enterprise performance. Thirdly information was intended to complement data from interviews. Finally, there is little theory about the phenomenon and little or no research as the case in this study. The use of combination of both quantitative and qualitative research designs was recommended (Newman, 1994; Patton, 1990).

3.3	Geographical Area of Study
The study was conducted in Kahama, Shinyanga Region which is located in North Western part of Tanzania. Kahama is one of the eight districts of Shinyanga region. Kahama district covers an area of approximately 10,156Km2 (2002 census). Kahama district houses most of entrepreneurs in Shinyanga region because of its proximity to some of the largest mining sites in the region but also strategically located to allow for cross-border trade with the neighboring countries to the West and North West of Tanzania. The main economic activities in the district are agriculture, mining, trade (Retail), financial services, hotels and restaurants. The researcher chose Kahama district for the study of this research because of ease of getting required data from entrepreneurs accessing loans through PRIDE Tanzania Kahama branch.

3.4	Target Population
According to the 2002 National Census, Kahama District had a population of about 596,456 inhabitants (Tanzania 2002 National Census). This research targeted entrepreneurs who were organized in groups, had been engaged in various enterprise activities for at least three years and had received loans from PRIDE Tanzania through Kahama branch.  The general enterprise population was not targeted because the researcher felt they were too diverse to enable meaningful data to be collected.

The target population of entrepreneurs supported by PRIDE Tanzania   in Kahama district was estimated to be about 2,525 (PRIDE Kahama Annual Report, 2013). There were a total of 92 self selected groups of which 62 groups had a composition of between 20 and 50 individuals and 30 groups that were made up of 3 to 5 members. The study further targeted PRIDE Tanzania Credit Officers (COs) because they were regularly involved with monitoring activities of enterprises. The credit officers were also familiar with business environment in Kahama. Village Executive Officers (VEOs) were included in the research because they gave reference letters to group members as documentation procedures prior to obtaining loans from PRIDE Tanzania. Table 3.1 shows break-down of population categories in the study areas.
Table 3.1: Composition of Study Population and Target Size





Source:  PRIDE Report – Kahama Branch (June 2013)

3.5	Sample Size
A sample size is a portion or subset of the study population which is used to represent the population of the study (McDaniel and Gates, 2003; Kothari, 2008). Information gathered from the sample can be generalized to the general population of the study if samples are carefully selected to reflect the population characteristics. There are several methods of determining sample size and these include use of mathematical formula,  statistical tables (Kotrik and Higgins, 2001) and  general rule of 40% of the population (Huysamen 1991). Furthermore, Godfrey (1997) proposed a 25% general rule for a population that contains 400 - 1000 research participants who are highly dispersed. In this research, Huysamen (1991) rule of 40% of the population method was used to determine the sample size of 363 i.e. (40% of 908). These were 363 entrepreneurs from various business categories who operated businesses that were operational for at least 3 years.

Other rules were used in determining sample size in this research. For example, Bartlett et al. (2001) suggests that, for a population which is less than 100 units, the researchers have to take the entire population because it is not large enough to generate scientifically useful statistics. Since the population of PRIDE employees and village executive officers in this study are less than 100, the entire population of all 8 and 5 respectively were taken.  Given that this was not a statistical study a sample size of 376 respondents was considered appropriate for this study (363 entrepreneurs, 8 Pride Tanzania staff and 5 Village executive Officers). Table 3.2 shows the sample size in each stratum from target population.

Table 3.2: Target Population and Sample Size





Source:  Developed for this research (2014)

3.5.1	Sampling Techniques 
Sampling is a systematic process of selecting the number of individual cases/units to provide information needed for the study (Kombo and Tromp 2006). Thus, sampling is important in research due to the limitations in studying the whole population and reduction of both costs and time required since a small number of units have to be investigated (Easwaran and Singh, 2010; Robinson, 1993).

There are two major categories of sampling techniques: probability sampling (random sampling, systematic sampling, stratified sampling and cluster sampling), and non- probability sampling (purposive sampling, judgmental sampling, convenience sampling and snow-ball sampling). This research used stratified sampling and purposeful sampling designs (techniques) to obtain samples used in each population category as explained in the following sections
3.5.1.1	Stratified Random Sampling
The study used a stratified probability sampling in the selection of respondents (PRIDE clients) who have obtained micro-loans and have been with PRIDE for at least 36 Months. Kothari (2008) recommends that if the population from which a sample is to be drawn does not constitute a homogenous group as in this study then stratified technique should be applied so at to obtain a representative sample.

This stratified random sampling technique was implemented as follows: first organizing the population in homogenous business categories (such as Agricultural produce, retail, mining, financial services and hotel/restaurants) before sampling and then drawing a sample from each subset using the PRIDE Tanzania client database as the sampling frame by taking every third next borrower from the list of subset borrowers. This technique is also in synch with concept of dividing respondents based on their demographic characteristics that is underpinning this research effort. Hence, using this sampling technique, 40% of the borrowers were proportionately selected from each business category in the district to form the study sample.

3.5.1.2 Purposive Sampling 
For the interview, the researcher used purposive sampling to select a sample of 35 PRIDE Tanzania clients (Entrepreneurs) from the 363 respondents and all PRIDE Tanzania employees based in PRIDE Kahama branch for in-depth interview. These were considered reliable and were able to provide resourceful information for the study. This   involved using personal judgment by the researcher’s perception that those persons were in a better position to provide the information needed for the study. This approach is in line with Kombo and Tromp (2006) who recommend that purposive sampling procedure can be used with both qualitative and quantitative researches where the intention of the study is to understand the audience and their behavior. Other issues of gender, geographical location and mix of business categories were incorporated in selecting the study sample within purposive sampling procedure. 

3.6	Sources of Data and Data Collection Instruments
3.6.1	Data Sources
Data are facts and other relevant materials, past and present, serving as basis for study and analysis (Krishnaswami and Ranagnatham, 2006). In social research such as this the data needed may be broadly classified as primary and secondary data. Data for this study was collected from PRIDE Tanzania Group meeting Halls and also from the field both as primary and secondary data.

3.6.1.1	Primary Data
Kothari (2008) defined primary data as those data collected afresh and for the first time and mostly are original in character. In this study, various research instruments were used to collect primary data and these include self-administered questionnaires and interviews. The primary data was based on the research questions of the study.

3.6.1.2	Secondary Data
Secondary  data  is the data that is already in existence and found in published reports, books and internet (Saunders et al,  2003; Easwaran and Singh, 2010) and  may be used by researchers for their studies (Krishnaswami and Ranagnatham, 2006). In this research, the secondary data was collected from reviewing existing PRIDE clients’ reports in PRIDE Tanzania database through its tailor-made software BR-mfo as well as borrowers’ own reports on their enterprise and loan repayment.

3.6.2	Data Collection Instruments
This study used a combination of questionnaires and interview as a means of primary data collection. 

(i)	Questionnaires
The first primary data collection method used in this research was questionnaires (Saunders et al., 2003). The researcher designed questionnaires for PRIDE clients (borrowers), employees and village executive officers (Appendices I, III & IV respectively) which focused on respondents’ profile as well as entrepreneurship skills and personal network and its effects on business performance. The aim of using this method was to get broad-based views from the respondents. It included closed ended questions with pre-determined answers and a few open ended questions. The questionnaire also used a 5-point Lirket rating scale to secure the degree of the presence of the variables of interest in the study population. In cases of open ended questions the respondents were encouraged to express themselves more freely as well as provide any other information as they saw fit.

The questionnaire was first pre-tested with experts and few respondents for clarity and completeness and their comments were incorporated in the final version. Furthermore, taking into account the respondents’ English comprehension and to increase more understandability, a Kiswahili version of questionnaire was then developed for respondents not conversant with English.  The researcher personally distributed a total of 376 questionnaires to borrowers, employees and village executive officers in the study area and collected the questionnaires later at a time agreed with the respondents.

(ii)	In-depth Interview 
The second primary data collection instrument was semi-structured in-depth interview and this was used to collect qualitative data (Krishnaswami and Ranganatham, 2006).  Interview method of collecting data involves presentation of oral-verbal stimuli and reply in terms of oral-verbal response (Kothari, 2008). 

The guiding questions on each research objective were prepared in advance as indicated in the interview protocol (Appendix II).  Interviewees were selected from PRIDE Tanzania borrowers, all employees and village executive officers. This gave the researcher an opportunity to explore information about the research questions to compliment and corroborate data from questionnaires and interview. 

(iii)	Documentary Review
The researcher took necessary precautions to corroborate questionnaire and interview data with data from other sources such as documents. In this study, the secondary data was obtained from documentary review of reports in PRIDE Tanzania Database, borrowers’ business performance reports and Loan supervisors’ monthly reports at PRIDE Tanzania Kahama branch. In brief, using a variety of data sources helped the researcher to get a broader picture of the effects of entrepreneurship skills and personal networks on enterprise performance and loan repayment, specifically to PRIDE Tanzania Clients in Kahama.
3.7	Data Analysis
Descriptive statistics of frequency tables were used to analyze and present the data from questionnaires. In particular, the researcher used SPSS software package version 16.0 to generate frequency tables as means of presenting data. The data was summarized, analyzed and interpreted as on each research objective. In contrast, qualitative data from Interview scripts, notes and statements was systematically coded and classified into broad descriptive categories while exploring themes, meanings and/or issues that emerged from the information gained from the interview. These data were further linked to the research objectives/questions to generate meaning and explanation on the study topic.

3.8	Reliability and Validity of Research Design
In research, there are two criteria used for judging the quality of research design: reliability and validity. How these criteria were met is discussed next.

3.8.1	Reliability 
Reliability refers to the consistency with which repeated measures produce the same result across time and across observers (Patton, 1990). In order to ensure reliability of the data, all the questionnaires used in the research were uniform to all respondents. Furthermore, the reliability of questionnaire was achieved through pre-testing that ensured that respondents understood the questions in the same way. At the same time all data collected about the research was uniformly processed to ensure consistency and stability of research results. Data was also analyzed uniformly to ensure that the results and conclusions drawn from the study could be reproduced if the research was to be conducted again using a similar technique.
3.8.2	Validity 
Validity is the degree to which a study accurately reflects or assesses the specific concept that the researcher is attempting to measure (Polit and Hungler, 1999). A Researcher should be concerned with both external and internal validity.  External validity relates to the generalizability of research findings from survey research to entire population.  Since this research was not a statistical study and the aim was to sample widely, external validity was achieved by analytical generalization by comparing research evidence with results in existing literature. 

Internal validity addresses the extent to which the differences that have been found for the dependant variable directly relate to the independent variable (Mackey and Gass, 2005).  In this study, internal validity was achieved by specifying the units of analysis and developing the conceptual framework as shown in Figure 1.1.

3.9	Ethical Considerations
Privacy and confidentiality are the major ethical considerations in any research study (Emory and Cooper, 1991). Caution was taken against source bias (conditions or circumstances which affect the external validity of statistical results), errors in methodology, interpretation of results and their application to real world issues (Kombo and Tromp, 2006).

Ethical issues in data collection were adhered to specifically in the following areas:
(i)	The study was justified via an analysis of the balance of costs. There were benefits from the study that outweighed costs. The presentation of the research problem justified beyond any reasonable doubt the need for data collection.
(ii)	Confidentiality was maintained at all times. Only certain people involved in the study knew the identity of the participants (Kombo and Tromp, 2006). The researcher was responsible for the conduct of the research and the consequences of that research. Thus the researcher accepted individual responsibility of the entire process.

(iii)	Informed consent was obtained from subjects who participated in the study and it was ensured that all subjects participated voluntarily. The researcher explained clearly the study in advance and promised to de-brief subjects afterwards (Kombo and Tromp, 2006). The explanation was key to gaining informed consent from the participants. Informing the participants about the results of the study built trust and justified the study to the participants. The results of the study and the recommendations proposed impacted on the participants’ future actions and perceptions. 

(iv)	The respondents were assured that the names and other personal information would not be disclosed.

(v)	The respondents were free to withdraw anytime during the course of data collection. That is, the researcher ensured as much as possible that participation in the research was voluntary.

(vi)	The collected data was presented as a group instead of individual analysis.

(vii)	The research respected the rights of the institution whose clients were under study by conducting the research objectively. 
3.10	Problems and Limitations in the Research
In the course of conducting research, various problems were encountered. The main problem experienced by the research was the refusal by some respondents to complete the questionnaire. Some respondents were not willing to co-operate even after they were shown a letter that gave permission to the researcher to conduct the study or gave the excuse that they did not have the time.  This was overcome by explaining the purpose of the research `and how the information they provided was to be confidential.

The process of questionnaire re-collection proved to be challenging because some respondents failed to complete the questionnaires in time and the researcher spent a considerable amount of time visiting different respondents to follow up the collection of questionnaires.  Despite this, an adequate number of questionnaires were returned to make the study valid. 

In addition, there was a problem related to language of communication. Initially the questionnaire was in English. Most respondents were not conversant with English language.  This problem was overcome by designing Kiswahili language version of the questionnaire that was translated back into English prior to data analysis.

There were no funds allocated to students by the University to conduct their research and this put a great deal of financial strain on the study.  The researcher addressed this problem by personally conducting the field study and working 10 to 12 hours on particular days that his employer gave him permission to be off duty.  In conclusion, the adoption of the strategies and tactics outlined in this section enabled the researcher to put in place safeguards resulting in a valid and reliable quality research outcome.

3.11	Chapter Conclusion














4.0  FINDINGS AND DISCUSSION

4.1	Introduction
The purpose of this study was to examine the impact of entrepreneurship skills on the performance of small and medium enterprises in Kahama, Tanzania: A case of PRIDE supported entrepreneurs. This was guided by the following specific objectives:
(i)	To establish whether Entrepreneurs in Kahama had received training on entrepreneurship skills.
(ii)	To determine if Entrepreneurship skills were applied in establishing the identified SMEs in Kahama. 
(iii)	To establish the effects of Entrepreneurship skills on SME performance in Kahama.
(iv)	To identify constraints that limited the application of Entrepreneurship skills in the SMEs run by PRIDE supported entrepreneurs in Kahama.

This chapter therefore presents the findings of the study, discussion of the findings and makes overall summary based on the presented findings.

4.1.1	Response Rate
All 5 village leaders and all 8 staff members responded to the version of questionnaires sent to them. The main respondents in this study, PRIDE supported Entrepreneurs, were allocated a total 363 questionnaires. Only 321 were returned completed.  This represented a response rate of approximately 88.4% which was better than industrial average 20 to 40 percent (Mugenda and Mugenda 1999).
4.2	Background Information of the Respondents
4.2.1	Categories of Respondents
This study examined three categories of respondents, that is, the entrepreneurs (the main object of study and main source of information for this study), PRIDE Tanzania Credit Officers and Village Executive Officers (VEOs) as shown in Table 4.1. 







Source: Field data (2014)

Table 4.1 shows that the majority of respondents (96.1 %) were Entrepreneurs, while PRIDE employees made 2.4%. and village executive officers were 1.5% of the total target sample. This was expected since the purpose of this research was to survey entrepreneurs in Kahama District of Shinyanga region. PRIDE Tanzania staff and the VEOs by virtue of serving the entrepreneurs had some helpful information about the entrepreneurs. That is the reason they were included.

4.2.2	Respondents’ Gender
Table 4.2 shows that 68.8% of the Entrepreneurs were female and 31.2% were male. These results suggest the sample was reasonably representative as in rural Tanzania most females rather than males are the ones engaged in business activities, while males are in salaried/wage employment or merely playing the fathers’ role of sitting back and demanding the other family members to provide for the family.
Also, image played a great role in decision to join a lending institution. Women are free to join and even face the challenges of strict adherence to rules and regulations set up by the lending institutions. Men are reluctant to be submissive to conditions of borrowing thus at times decide to use their wives instead.






Source: Field data (2014)

4.2.3	Age of the Entrepreneurs
Table 4.3 shows that 64.8% of the Entrepreneurs were 18-35 years of age, 20.9% in 36-45 age range and the rest 14.4% were 46 years and above. These results portrayed that most of the Entrepreneurs in Kahama District were young people who took up small business as source of employment. The demands of travel to markets (“Minada”) required a lot of energy and movement that served the youth well. Legal prohibitions and government inconsistency also required that one be ready for abrupt and dangerous maneuvers in case the law enforcement teams were engaged in dispersing small traders (“Machinga”) who operated on political statements about controversial business sites and procedures. These constant frictions made business hard for the older people thus setting up the youth for the opportunities. The 18-35 age bracket also represented the most active segment of society. This was in agreement with the ILO findings on youth involvement in economic activities (ILO 2003).








Source: Field data (2014)

4.2.4	Respondents’ Marital Status
Table 4.4 indicates that 64.2% of Entrepreneurs were married, 19% were single, 6.9% were widow/widower and only 10% were divorced. These results implied that entrepreneurs in Kahama were mostly married people who conducted small businesses to supplement their spouse’s income. The age criteria in Table 4.3 gave results that showed that majority were active segment of society, whom according to the society living around Kahama, had to settle for marriage as a sign of maturity. The community living around Kahama town considers marriage as the first form of responsibility in life.








Source: Field data (2014)
4.2.5	Entrepreneurs’ Educational Level
Table 4.5 shows that 58.6% of Entrepreneurs were of primary level education, 31.5% secondary/high school level, followed by illiterate (4.4%) and least are those of tertiary education (diploma university graduate) (5.6%). These results suggest the majority of entrepreneurs had attained primary educational status (58.6). This explains why the Entrepreneurs were mostly in common business activities because they did not have much experience and innovation skills to be creative in business formation. Furthermore, they were involved in these enterprises because there were less employment opportunities for them in formal employment sectors (public and private). Though, on a positive, the literacy levels were high (95.6%). This can be explained by the government’s decision to build enough schools in every ward.








Source: Field data (2014)

4.2.6  Entrepreneurs’ Number of Dependants
Table 4.6 indicates that respondents with 3-5 dependants were 43%, 6-10 dependants were 27.7%, those with 1-2 dependants were 24% and few (5.3%) had more than 10 dependants. These results suggest that most entrepreneurs in Kahama District had large families (3-10) dependants (70.7%). Their enterprises remained small because most of the earnings were spent on maintaining large number of dependants rather than re-investing the earnings through expansion or new business start-ups. Extra effort was used to get enough to pay loans and meet family expenses. This was responsible for poor business growth and development.

Table 4.6: Number of Dependants






Source: Field data (2014)

4.2.7   Respondents’ Monthly Income
Table 4.7 indicates that 48.6% of Entrepreneurs had monthly income of 300,001-500,000, 24.6% had incomes of 100,001-300,000, 18.4% incomes of 500,001-1,000,000 and 8.4% incomes of over 1,000,000. These results suggest the majority of entrepreneurs in Kahama District were low income earners. With large families to support, much of the income was spent on food and other immediate family needs.








Source: Field data (2014)
4.3	Findings on Research Objectives of the Study
This study took into account the Entrepreneurs’ characteristics and general information considered useful in explaining the relationship between variables in the study as shown in the Conceptual Framework in Figure 2.1. The findings in regard to each research objective as outlined in chapter one are discussed in the following sections:

4.3.1	Research Objective 1: To Establish whether PRIDE Supported Entrepreneurs in Kahama District have Received Training on Entrepreneurship Skills Training on Entrepreneurship
Table 4.8 shown shows that 83.2% of the Entrepreneurs had not received any kind of training on entrepreneurship skills and only 16.8% had some training on entrepreneurship skills. These results suggested that the majority (83.2%) of entrepreneurs in Kahama District were starting or running their enterprises with limited or without entrepreneurship skills identified in the literature studied in this study. This may have contributed to their stagnating business performance for a long time.  

As findings showed that most of enterprises started were based on other people’s ideas, this assertion is supported by comments from one interviewee:
“Here in Tanzania, we have the culture of copying other people’s businesses rather than starting a business by using prior knowledge of customers’ needs and ways to meet them. Identifying and recognizing potentially profitable business opportunity is very difficult given our level of understanding of business. This happens a lot of time. So you see same kind of business being duplicated and we scramble for the small market in Kahama district. So we cannot grow beyond certain points.”





Source: Field Data (2014)

4.3.2	Research Objective 2: To Determine if Entrepreneurship Skills were Applied in Establishing the Identified SMEs Owned by PRIDE Supported Entrepreneurs in Kahama
The study used specific questions to find out the respondents’ choice of business and how specific skills contributed to formation and eventual operation of the business. The findings are presented next:

4.3.2.1	Business Types 
Table 4.9 shows that 66% of respondents were in retail business, 10.6% in farming and agricultural produce activities, 9% in manufacturing and small industry (Posho milling, welding, and bakery), 6.2% in hospitality and tourism services while 6.5% in professional services. These results suggested that most respondents were involved in two major business activities, namely, retail trade (buy and sell) and farming & agricultural produce which had a ready market in Kahama district.





Manufacturing and small industry	29	9.0	81.6




Source: Field data (2014)
4.3.2.2	Form of Business Ownership
As noted in Table 4.10, 89.1% of businesses were informal and not registered, 7.5% of Entrepreneurs operated as sole proprietors, 1.9% of respondents were in partnership and 1.6% of respondents were operating some form of company. These results suggested that most respondents were either not registered because of bureaucratic hurdles in registration processes (Tin Number, presentation of cash flow estimates, Trade license regulations and yearly tax/Levy payments to TRA) or simply did business single handedly by bearing all risks as a sole proprietor with little or no knowledge on business registration. One respondent commented:  
“We operate unregistered businesses because the process of registration is too complicated and requires a lot of money. We cannot afford the money to set up permanent premises or rent strategically located buildings. By not registering the businesses, we save on taxes.  Registration only makes you visible and thus regular visits by tax authorities.’

Businesses which were not registered had a limited scope of the customer base. Such businesses only served household consumption based on strict daily budgets on small quantities of purchases. Big customers such as government agencies, mining companies and private companies dealt with registered enterprises that followed a strict code of purchases and supplies procedure in a process that involved proper documentation and sometimes complex payment procedures that could take months to effect.

It became obvious that lack of knowledge on business registration and the advantages attached to registration contributed to the rise of informally run businesses. But also, as a consequence of poor government planning and monitoring procedures, people opted for the cheaper option of ignoring formal business registration requirements.








Source: Field data (2014)

4.3.2.3	Period the Business been in Operation
Table 4.11 shows that 43.9% of Entrepreneurs had been operating for 5-7 years, 27.4% had been operating for 2-4 years, 25.2% 8-10 years and only 3.4% had been operating for over 10 years. These results suggest that majority of the respondents (72.6%) had been running their enterprises for many years (5 - >10). However because of limited access to capital and limited entrepreneurship skills they remained small in nature and operated mostly for survival and meeting loan repayment obligations. 

To probe on the possible causes of this phenomenon, it was noted from the interviewees that fear of the unknown made majority of entrepreneurs to stick to what they had some idea on. A shopkeeper would remain a shopkeeper even if competition was high, sales were low and losses were huge and there was an opportunity to change to another more promising business. One interviewee said: 
 “I have been running my shop for 7 years and I am comfortable with it. When I harvest my rice crop, I sell the produce and then go to the wholesalers to buy more stock. When I see the stock going down, I wait for another harvest season to buy more stock. This is my trusted way of operating my shop. I know it may sound ridiculous but that is what I do year in year out”.

Table 4.11: Age of Business




more than 10 years	11	3.4	100.0
Total	321	100.0	
Source: Field data (2014)

4.3.3	Research Objective 3: To Establish the Effects of Entrepreneurship Skills on SME Performances in Kahama District
Having identified the Entrepreneurship Skills from the Literature review, the researcher was interested in finding out if there was a relationship between success in business performance in relation to the Entrepreneurship skills identified. The findings are presented as shown:

4.3.3.1	Source of Business Idea 
Table 4.12 shows that 71.7% of Entrepreneurs obtained ideas to start new or expand existing business from copying other established businesses, 13.4% used own experience or knowledge of business, 10.3% of entrepreneurs started their business through recognizing profitable business opportunities, 1.6% as necessity to survive and 3.1% from other sources such as travel experience, utilizing own talent/skills, inherited the business or was convinced by a friend. These results suggest that entrepreneurs in Kahama District had some limited entrepreneurship skills to start or run opportunity based businesses as the majority of them were in copied businesses category. There is need for development of entrepreneurship programs for people in rural communities such as Kahama.

Table 4.12: Source of Business Idea
Source of Idea	Frequency	Percent	Cumulative %
Copy from other established businesses	230	71.7	71.7
Recognized profitable opportunity	33	10.3	81.9
Experience/knowledge of customer needs	43	13.4	95.3
Necessity to survive (own employment)	5	1.6	96.9
Other sources	10	3.1	100.0
Total	321	100.0	
Source: Field data (2014)

4.3.3.2 Respondents’ Personal Traits
Table 4.13 shows that 57.3% of Entrepreneurs had experience in running their businesses, 17.8% had some form of entrepreneurship education, and 13.1% were willing to take risks, 7.8% studied customer needs in the local markets during and before business start-up while 4.0% searched for more information about business opportunities. These results suggested that the entrepreneurs lacked basic opportunity based skills in running their enterprises. They were just comfortable with doing the same kind of business for extended periods of time through experience learnt by observation. They neither bothered to seek for more information about business opportunities nor take calculated risks. Thus, they remained small and did business as a necessity for survival.





Willingness to take risk	42	13.1	88.2
Ability to get information before starting a business	13	4.0	92.2
Ability to study customer needs in a market	25	7.8	100.0
Total	321	100.0	
Source: Field data (2014)

4.3.3.3	Type of Entrepreneurship Skill Possessed
Table 4.14 shows that entrepreneurs were divided in terms of entrepreneurship skills they possessed. That is, 45.2% had prior knowledge of customers’ needs in the market and duly responded to those needs, 27.1% were ready and willing to act on business opportunity (risk taking), and 16.8% had the ability to recognize potentially profitable business opportunities. A small percentage of 5.9% of respondents had management skills and 5% of the respondents had the ability to organize resources to pursue business opportunities. 

These results suggested that entrepreneurs had some entrepreneurship skills to carry out business but most of these skills had not been developed.  A small percentage of the respondents had received some form of entrepreneurship training as noted in Tables 4.8 and 4.13. This calls for entrepreneurship training if entrepreneurs are to move from survival based business practices to opportunity based business opportunities. These responses could not be confirmed as true because the respondents did self assessment and decided on the skill (skills) that he /she thought was relevant to how he/she did business.

Table 4.14: Skills Possessed by Entrepreneurs
Skills	Frequency	Percent	Cumulative %
Ability to recognize profitable opportunity	54	16.8	16.8
Willingness to act on opportunity	87	27.1	43.9
Ability to align resources to produce opportunity	16	5.0	48.9
Prior knowledge of customer needs and meeting them	145	45.2	94.1
Management skills (managing a business)	19	5.9	100.0
Total	321	100.0	
Source: Field data (2014)

4.3.3.4	Impact of Entrepreneurship Skills on Respondents’ Businesses
Table 4.15 indicates that 46.4% of the entrepreneurs who applied the entrepreneurship skills were able to increase sales revenue, 21.2% increased enterprise’ asset value, 18.4% paid their PRIDE Tanzania loan obligations in time. Also 11.5% expanded their businesses or started completely new businesses and only 2.5% of the respondents managed to employ more workers. These results suggested that entrepreneurship skills and knowledge had positive impact on enterprise performance. Results became greater with increase in the level of entrepreneurship skills. It was also noted from the interview that those entrepreneurs who received entrepreneurship training performed far better than those who never received any training. This was summarized by one interviewee:
“Having skills in entrepreneurship has helped me to see opportunities rather than copy from others. These skills helped me to outperform my colleagues. So the training on entrepreneurship and business management I attended in Mwanza was the best thing I received. It helped me on how to see opportunities and how to manage and market my business. It also gave me the courage to act on opportunities and organize resources such that I can rally capital and human resources to pursue the opportunities in the market.  I am now reaping the benefits of that training”,

These results are in agreement with studies by Messy and Temu (2008) that showed that enterprises owned by recipients of business training had higher level of assets and sales revenue compared to enterprises owned by non-recipients of training. In that study, insignificant differential impact on employment creation was demonstrated. Implications from this  study was that training in business skills for Tanzanian small and medium entrepreneurs was vital for enterprises’ performance, growth and improved owners living standards in addition to credit access.

Table 4.15: Impact of Skill used in Business




Increase in enterprise asset value	68	21.2	81.6
Ability to repay loans from PRIDE Tanzania	59	18.4	100.0
Total	321	100.0	
Source: Field data (2014)

4.3.3.5	Ranking of Entrepreneurship Skills 
Table 4.16 shows that respondents ranked ability to organize resources and aligning them to pursue business opportunities high in the list of entrepreneurship skill they use (51.1%). This was followed by ability to recognize profitable business opportunity (21.2%). Other skills as ranked by respondents were Management skills (10.9%), willingness to act on business opportunity 8.4%; another 8.4% cited prior knowledge of customers’ needs and ways to meet them as vital for enterprise success. This was understandable because posed with these questions in the interview, an interviewee responded: 
“Knowing customer needs may at times be costly because needs change with consumer preference. Prices also affect what the market need. You may go for a particular good that is currently marketable but by the time you come back with the good you find the market is flooded or consumers have switched to something else. So knowing customer needs and ways to meet them alone may not be very important for success.”

These results further re-enforce the findings by recent studies that entrepreneurs are highly risk averse and  only pursue those businesses opportunities that are viewed as safe and do not seek opportunity based enterprises.

Table 4.16: Ranking Entrepreneurship Skills
Skill used in business	Frequency	Percent	Cumulative %
Ability to recognize profitable business opportunity	68	21.2	21.2
Willingness to act on opportunity	27	8.4	29.6
Ability to organize and align resources	164	51.1	80.7
Prior knowledge of customer needs and ways to meet them	27	8.4	89.1
Management skills (ability and knowledge to manage a business)	35	10.9	100.0
Total	321	100.0	
Source: Field data (2014)
4.3.4	Research Objective 4: To identify Constraints Limiting the Application of Entrepreneurship Skills in the SMEs Run by PRIDE Supported Entrepreneurs in Kahama
The study captured the respondents’ views on factors that hindered their performance and growth and also probed on the possible strategies used to counter the constraints. They are discussed next:

4.3.4.1	Constraints affecting SME Performance and Growth
Table 4.17 shows that the most notable constraints SMEs faced in the growth and performance of their businesses was lack of access to finance (43.9%). This was followed by lack of business training (30.5%), lack of adequate market for products/services (18.4%), competition (3.1%), Government bureaucracy/ laws and restrictions- (2.2%) while absence of government support and assistance (1.9%) was considered to have less impact on the growth and performance of SMEs. This was particularly true because the private sector influenced entrepreneurship support programs through advocacy, finance and awareness creation through trainings and capacity building.

Table 4.17: Constraints to SME Growth and Performance
Constraints	Frequency	Percent	Cumulative %
Lack of access to affordable loans	141	43.9	43.9
Lack of adequate market	59	18.4	62.3
Lack of entrepreneurship training (skills)	98	30.5	92.8
Competition from other entrepreneurs	10	3.1	96.0
Unfavorable government policies	7	2.2	98.1
Absence of government support and assistance	6	1.9	100.0
Total	321	100.0	
Source: Field data (2014)
4.3.4.2	Strategies Entrepreneurs used to Overcome Constraints  
Table 4.18 shows that SME owners used different strategies to overcome constraints they faced. The most commonly used strategy was introducing new business strategies in their operations (56.4%) and this included shifting business to new location or new market, applying new selling tactics, copying other successful businesses in trading centre. 

Other strategies involved sourcing finance from friends/ relatives (24.3%) to overcome lack of adequate credit facilities. Negotiating with government officials (7.2%) helped bend some laws where ambiguities emerged between the council and government policies. Two strategies had equal preference among entrepreneurs; several business owners pooling their resources together to harness the power of economies of scale (5.3%) and the prospects of conducting market research to find market needs (5.3%). 

Table 4.18: Strategies to Overcome Constraints
Strategy Used	Frequency	Percent	Cumulative %
Source finance from friends/relatives/moneylenders	78	24.3	24.3
Conduct regular market survey	17	5.3	29.6
Buy and read books on entrepreneurship skills	5	1.6	31.2
Pooling resources together with other entrepreneurs	17	5.3	36.4
Introducing new business strategies	181	56.4	92.8
Negotiating with government officials	23	7.2	100.0
Total	321	100.0	
Source: Field data (2014)
The least commonly used strategy by entrepreneurs was buying and studying books about business (1.6%). Because most entrepreneurs believe in the concept of buying cheap and selling dearly, this explains why books about business are viewed as sources of empty concepts that have no practical results to local market conditions.These results suggested that entrepreneurs did not simply let their enterprises deteriorate but strived to find ways to keep them viable as it was the major source of their livelihood.

4.4	Other Issues from the Interview
The interview with some selected Entrepreneurs, PRIDE Tanzania Credit Officers and the Village Executive officers centered on entrepreneurship skills together with access to PRIDE Tanzania loans and the subsequent use of the funds. Several issues emerged from the interview groups. The findings are discussed next category wise:

4.4.1	Entrepreneurs
First, the entrepreneurs made it clear that with each group, members (entrepreneurs) took different levels of business loans from PRIDE Tanzania. Nevertheless, it was emphasized that members in each group collectively monitored one another to ensure that there was regular repayment of PRIDE Tanzania loan installments. This in return reduced default rates. The monitoring system through groups ensured peer pressure that gave rise to financial discipline to clients that otherwise naturally inclined towards reckless spending. The interviewees further remarked that the success of group members under PRIDE Tanzania sponsored program was attributed to this innovative group guarantorship scheme. However some entrepreneurs commended the success of each enterprise within the group hinged on how well members utilized their entrepreneurship skills. Entrepreneurs who had received entrepreneurship training tended to do better than average members of the group. 

Those group members (entrepreneurs) were able to see potentially profitable business opportunities, could easily amass resources including applying for more credit to pursue the business opportunities and consequently discovered opportunities ahead of everyone else. Second, one interviewee commented that most group members were risk averse and did not have critical entrepreneurship skill of willingness to act on business opportunities (risk taking). 

But instead, most entrepreneurs opted to do familiar businesses that they had seen their friend and relatives do. Through the interview it was also noted that most entrepreneurs used their loans to expand their capital base as reflected in responses captured in Table 4.20. Some entrepreneurs opted to invest in other new businesses to supplement the earnings from the current venture.

4.4.1.1	Importance of Entrepreneurship Skills in Running a Business
To find the degree of agreement or disagreement with the statement “Entrepreneurship Skills are important in running a business successfully” the entrepreneurs had mixed answers but with a clear-cut trend. 63.5% completely agreed with the statement and made it known that in the current world of competition, only people with an edge in business skills can make it even in a crowded market. 17.4 % simply agreed with the statement without putting much emphasis on the degree of agreement. They thought that skills were important and were vital ingredients for success. 11.5 % somehow agreed with the statement but noted that sometimes other factors like business location and level of capital investment may influence business performance regardless of the skills. 

They also were of the opinion that some customers just need to buy what they find regardless of how skillful the seller is. 6.9 % somehow disagreed with the statement giving reasons that are based on luck, witchcraft and even organized attempts to take other competing businesses out of the market. This was interesting and more research could be done on this seemingly insignificant proportion of respondents to come up with viable conclusions. 1 % of the entrepreneurs disagreed completely with the statement. Generally speaking, 92.4 % of entrepreneurs believed that entrepreneurship Skills had a part to play in the success of their business. This information is shown in Table 4.19.









Source: Field Data (2014)

4.4.2	PRIDE Tanzania Employees
All eight PRIDE Tanzania employees at PRIDE Kahama branch Participated in the interview and also filled out the short questionnaire. The interview was based on pre-determined questions that generally revolved around staff experience and traits of entrepreneurship skills that influence loan beneficiaries, loan appraisal and loan repayment.

4.4.2.1	Duration in Employment
Though not used as criteria of choice of staff to be interviewed, all the participating staff had reasonable experience with the entrepreneurs they served. Their experience ranged from 3 years and above as shown in Table 4.20. This was crucial in understanding the entrepreneurs through the records kept by PRIDE Tanzania staff. PRIDE Tanzania staff gave their responses in relation to this study. Four employees had been in service for 3-5 years; one employee had been in service for between 6- 9 years while 3 employees had been in service for a period above 9 years. This showed that the interviewees understood the clients they served and their knowledge of their business ventures was credible.







Source: Field data (2014)

4.4.2.2	How Entrepreneurs Use Loans from PRIDE Tanzania
The Credit Officers (COs) being the ones responsible for loan tracking, repayment and use, had experiences to share in the interview. The Loan forms used in the Loan application process contained a section where the loan applicant specified how the loan was to be used. PRIDE CO was responsible for recording this information.  All the interviewees said that the clients mentioned in their loan forms that they intended to expand on the business they had at that moment. This was critical to meeting the added loan repayment strain once loan repayment was due. Through the new loan advanced, the client could add to his stock and realize better sales. This information is shown in Table 4.21. 

Table 4.21: How Loans from PRIDE Tanzania are used
Use of Loan	Frequency	Percent	Cumulative %
Expanding current business	8	100.0	100.0
Total	8	100.0	
Source: Field Data (2014)

4.4.2.3	Client Visitation at Registration Stage
The COs interview had a question about the stage that was necessary to know if a client had the necessary skills to be accepted for membership and eventually a loan at PRIDE Tanzania. They also gave their views as to whether it was important for the COs to visit the business premises prior to being registered as a member of PRIDE Tanzania. Their responses are shown in Table 4.22. 

Six Credit Officers out of eight agreed to recommend client visitation to determine business performance and also suggested that this was better done when a client comes in for registration for a group loan. This was to make sure that only clients with performing businesses were registered.  





Source: Field Data (2014)

4.4.2.4	Causes of Poor Loan Repayment
Table 4.23 summarizes the responses given by COs on causes of poor loan repayment. This question was obtained from Pride Tanzania Archives and Minutes of MEC leaders’ management meetings. The question was posed to both PRIDE Tanzania staff and the entrepreneurs who participated in this study. As with the respondents falling under entrepreneurs’ category, the PRIDE COs also rated lack of entrepreneurship skills as the prevalent cause of poor loan repayment. 

Table 4.23: Causes of Poor Loan Repayment
Cause of poor Loan repayment	Frequency	Percent	Cumulative %
Lack of income generating activity	2	25.0	25.0
Lack of entrepreneurship skills	4	50.0	75.0
Disregard to group formation guidelines	2	25.0	100.0
Total	8	100.0	
Source: Field Data (2014)

PRIDE Tanzania staff recognized entrepreneurship skills as critical to the success of PRIDE Tanzania operations through loan repayments as shown in Table 4.22. One member of staff had this to say:
 “Small businessmen are the core of the PRIDE Tanzania’s success story since they are the target group of PRIDE Tanzania’s operations. Growth and development of the organization will only be realized once its clients are equipped with Marketing skills, Customer care skills, Book keeping skills, opportunities identification skills, creative and innovation skills and exposure to formal business management techniques.”

They further observed that once these skills had been achieved, opportunities in loan access and business growth were open for hardworking, successful and responsible clients. They were also of the considered opinion that as a result of these skills, the entrepreneurs’ businesses were bound to grow and their commitment to loan repayment was be enhanced. This gave rise to individuals who needed not be reminded of their obligations towards better credit practices and adherence to policies and guidelines.

Third, PRIDE Tanzania Credit Officers further indicated that merely giving entrepreneur’s credit (loan) did not guarantee success. Success could only come in combination with other factors inherent to the individual in connection to business skills. That is, it was an individuals’ business acumen that made all the difference. For the enterprise to grow, it required group members to monitor themselves and others on ongoing field check as an additional monitoring strategy. 

Social factors in group dynamics also played a vital role in shaping up a group member. Collective responsibility by each member within the group added the pressure for networking outside their formal sub-groups. Group members gathered as much information as possible concerning business practices of their members so as to detect any malpractices that jeopardized loan repayment. This was the basis for group continuity and success.
Finally, it was also noted from the interview with PRIDE Tanzania Credit Officers that there were several cases of clients with good business ideas but with poor loan repayment. These group members apparently lacked financial discipline, good business practices and managerial skills that a true entrepreneur should possess. A successful good business idea should be translated to good business once the skills are mastered. Good business performance should guarantee timely loan repayment. In summary, access to finance alone is not sufficient to make an enterprise successful. It has to be supported by application of entrepreneurship skills and knowledge as well as managerial skills.

4.4.2.5	Entrepreneurship Skills
All the PRIDE Tanzania staff involved in this survey stressed the importance of entrepreneurship Skills in the success of individual enterprises owned by PRIDE clients. They emphasized that Good business decisions do not come by chance. One has to have particular skills and relate them to practical scenes in the business world to get the best of opportunities in time and with the least cost possible. This is the only way an entrepreneur may guarantee growth and development of the enterprise. Their responses are summarized in Table 4.24.





Source: Field Data (2014)

4.4.3	VEOs’ Responses
The village Executive Officers (VEOs) had a part to play in the study. The researcher wanted to find out if their involvement in loan processes enabled them to probe for presence of basic business skills. Five VEOs were given questionnaires that were to be filled only in case they had some involvement with the PRIDE Tanzania loan processes. The VEOs were from surrounding villages close to Kahama town where the PRIDE Tanzania branch office is located.

4.4.3.1	VEOs Knowledge of PRIDE Tanzania
All the five VEOs agreed to respond to the questions and gave their answers in relation to the questions. This was proof that they all knew about PRIDE Tanzania and acknowledged to have been involved in loan related processes. The VEOs observed that given the prevalence of asset confiscation by lending institutions, it was becoming evident that the village members were being impoverished by loans instead of improving their standards of living. The major cause of this problem was failure by the entrepreneurs to understand that loans are not grants to be spent on leisure or purchase of household assets but had to be spent wisely on income generating activities. This offered a background on which some vital information could be found concerning the level of entrepreneurial status of the loan applicants. 





Source: Field Data (2014)

As a measure against debt burden, the VEOs also screened members for multiple loans. This was possible because most lending institutions for fear of giving loans to imposters resorted to signatures of approval from VEOs to advance loans to their clients.




Source: Field Data (2014)

4.4.3.2	VEOs’ Signature on Loan Related Documents
Given that there was a procedural requirement for loan applicants to be confirmed as residents within a particular village, there was need for the VEOs to prove this through their signatures and official stamps on the applicants’ forms. To be certain if every applicant was given this service, a question was asked if there are circumstances when they declined to sign up.





Source: Field Data (2014)

The VEOs reported that they collectively decided to sign forms only to those members with proven track record of business involvement in their area and with clean character records at the village offices. Those village members who had no visible businesses and were troublesome in the village by being indebted were not endorsed for loans. This proved to be a good screening criterion before the village members got loans.  From the responses given by the VEOs, it was clear that they used their experience through visible business performance indicators to determine whether a village member deserved to be given a loan by a lending institution. They did not go through a verification exercise to prove how well a business is run. This was a limitation on their part because they also cited cases when some shrewd applicants used other peoples businesses to access loans without the VEOs knowledge, though they got involved with their forms. In perspective, it emerged that the VEOs were instinctively guided to assist entrepreneurs who had some elements of skills to access loans from the lending institutions. Lack of these skills could expose loan applicants through indebtedness, forfeiture of household assets and failure to honor village level contributions to community run projects like Schools, Dispensaries and Bore-holes.

4.4.3.3	Importance of Entrepreneurship Skills
The VEOs agreed completely to the statement “Entrepreneurship skills are important in running a business successfully” as shown in Table 4.28. They emphasized that with the right skills, anyone can do well in business regardless of the prevailing conditions. Talking of the business environment in Kahama, they further added that the ready market for virtually all types of products by surrounding villages and some neighboring countries meant that business was almost at the peak all season. Those who exploited these openings are those with entrepreneurship skills. 





Source: Field Data (2014)

CHAPTER FIVE
5.0 CONCLUSIONS AND RECOMMENDATIONS

5.1	Introduction
The purpose of this chapter is to present the summary of the major findings on each research objective as given in chapter four. Conclusions are drawn based on the findings. This chapter further gives recommendations to various stakeholders in entrepreneurship development based on the views of the respondents and findings from the study. Finally, suggestions of the areas for further research are presented.

5.2	Conclusions
The findings of this study indicated that Entrepreneurs in Kahama District were mostly Middle aged people with majority of them having attained primary school education. It was also noted that most entrepreneurs were married and supported 3-5 dependants. The high number of dependants and low education offered little to improve on business performance. Most ventures were informal in nature thus responsible for the low levels of income. The study revealed that entrepreneurs in Kahama started small businesses for survival or necessity rather than opportunity based ventures. 

Furthermore, the study further revealed that only very few respondents had some training on entrepreneurship. Thus the majority of Entrepreneurs in Kahama District were starting or running their enterprises with limited or no Entrepreneurship skills and this may have contributed to their poor business performance. It can be concluded that Entrepreneurs in Kahama district were small business operators in an informal sector and their motive for starting and running business was to create own employment. There is a need to deliberately sensitize these entrepreneurs into a mind-set of developing their business to grow into large enterprises rather than commit resources to only cater for daily household needs.

The study found that entrepreneurs in Kahama district were involved in a variety of enterprises. These included retail trade, manufacturing and small industries (posho milling, welding, bakery, and juice making), professional services (saloon and barber shops, secretarial services), hospitality and tourism (small food and beverage services, guest house and pubs) and agricultural produce (poultry, dairy, vegetables, and piggery).  These business activities were mostly situated in commercial centers spread across the surrounding villages. Most of these businesses were informal in nature. Sole proprietorship was slowly picking up and very few were formally registered. Furthermore, most of these enterprises had been operating for 3-7 years implying that they were well established in the market.

The study also showed that Entrepreneurs were involved in businesses that met customers’ needs on daily basis (those that satisfy basic needs such as food, accommodation and beauty). They pursued these kinds of businesses because they required low capital for startup, needed no prior experience and the input raw materials were easily accessed locally.

The findings of the study showed that most of Entrepreneurs in Kahama district started their business ventures by copying from other existing successful businesses in the area. The few market opportunities in the exhausted venture meant that entrepreneurs relied on the same suppliers and same customers. This duplication of businesses contributed to the low earnings revealed through this study. 

A reasonable number of entrepreneurs used their previous experience and knowledge on business to start up the venture they were running at the time of this study and a small number got their business start-up idea from recognizing potentially profitable business opportunities.  This outcome in the study suggested that there were few businesses started to exploit opportunities in the market. This group had some element of risk taking and was calculating in their business endeavors. The only setbacks that hindered their growth were lack of affordable loans (capital), unfavorable government policies and large households to take care of.  It also emerged that there was no one dominant Entrepreneurship skill although the ability to organize and align available resources to pursue the opportunities was ranked first, followed by the ability to recognize profitable business opportunities. 

These results implied that Entrepreneurship skills had not been developed among rural Entrepreneurs due to absence of support programs to offer affordable training in Entrepreneurship. The results also showed that Entrepreneurs with the relevant skills to run their enterprises were able to make more sales, created more opportunities for others and met their loan repayment obligations in time compared to those with limited or no Entrepreneurship skills. 

This study found that the use of social networks (collective group dynamics) enabled the Entrepreneurs to realize more business opportunities. Collective responsibility in loan guarantorship as emphasized by PRIDE also helped members get support from each other and last but not least enhanced monitoring of each other’s performance. This relationship between Entrepreneurs in group loan schemes resulted to more productivity and limited group destabilizing factors. 

The findings of this research indicated that Entrepreneurs encountered several constraints in the course of running and developing their businesses. These included lack of access to finance, lack of adequate and sustainable market, lack of business training, and too much government regulation regarding operation of SMEs in the district. 

Other constraints were competition and absence of government support and assistance to SMEs in the informal sector. Of these constraints lack of access to affordable finance was viewed by respondents as the greatest impediment to development and expansion of SMEs. Lack of adequate market was the second most listed constraint. However, most respondents thought access to market was not critical because the market they were serving was local.

The findings also indicated that Entrepreneurs applied different strategies to overcome these constraints. For lack of access to finance, respondents overcome this constraint by sourcing finance from friends and relatives rather than rely solely on PRIDE Tanzania. In the case of lack of adequate market, respondents overcome it by constantly moving with goods to large markets in regional towns such as Shinyanga, Singida and Dodoma. For lack of business training, Entrepreneurs thought that knowledge from books, attending seminars and workshops would bridge the information gap. Furthermore, in case of government restrictions, Entrepreneurs negotiated with trading Centre officials to understand their pleas in times when business was at lowest cycle by skipping levy payments and lesser fines.

It can be concluded that Entrepreneurs developed innovative strategies to overcome constraints, some of which were institutional and others were inherent to SMEs. The business activities in the study area were predominantly informal in nature, thus the study findings indicated that entrepreneurship Skills contributed to positive performance of the SMEs, particularly, moving from informal businesses to formal Economy. These Entrepreneurship Skills in order of importance were: Ability to organize and align resources, ability to recognize profitable business opportunities, and Management skills. Other Entrepreneurship Skills considered important but not ranked high were: Willingness to act on opportunity and prior knowledge of customer needs and ways to meet them.

The results further showed that Entrepreneurs who adopted the relevant entrepreneurship skills to run their businesses were able to create more sales, created more opportunities for others and met their Loan repayment obligations with ease compared to those with limited or no entrepreneurship Skills. However, SMEs were not able to exploit business opportunities because of the following reasons: - Lack of access to affordable Loans; lack of adequate markets and lack of relevant entrepreneurship training.

5.3	Implications of Findings to PRIDE Group Loans
Within PRIDE Tanzania groups, members in the group monitor each others’ business trends and repayment patterns. The groups (MEC) collectively offer security for Loans advanced to them from PRIDE Tanzania. The consent to responsibility is reached through an informal question- answer session during Loan appraisal process. This collective responsibility sometimes comes at a great cost when group members fail to utilize the Loans properly in their enterprises.

This study revealed that business support and assistance from PRIDE Tanzania in terms of provision of small business loans encouraged entrepreneurs to take market oriented approaches to doing business. This approach ensures comfortable loan repayment plan but in real sense the efforts lead to growth and development of the enterprise owned by the entrepreneur. Furthermore, regular supervision by PRIDE Tanzania Credit Officers helped enterprises to keep focus on their businesses and also led to improved business performance.

It can be concluded that entrepreneurial culture and entrepreneurship skills possessed by entrepreneurs drive enterprises to perform above average in terms of sales revenue, capital invested and firms’ asset value. The study recognized other factors such as level of finances an entrepreneur had access to, social network between group members and management skills also played a significant role in the performance and growth of SMEs. 

With utmost regard to the originality of the findings, it emerged that possession of entrepreneurship skills was vital for the successful repayment of loans advanced to individual PRIDE Tanzania Clients. As a result of prudent business practices and timely loan repayment, the lending institution (PRIDE Tanzania) achieved its objective of business growth and development and the individual loan recipient got a chance to take more loans to increase their capital.
5.4	Recommendations
The findings of this study have indicated issues that need immediate attention and the following are recommendations to address them as discussed next. The results of these findings have revealed that most Enterprises are small in nature and necessity based. They are informal in nature and grow slowly over a period of time. This has hampered their transition to formalized business entities. The Tanzanian government through its Small Business Development program should develop strategies and policies to motivate entrepreneurs to formalize their business. 

This will help SMEs to expand into larger businesses that will solve some chronic national problems of poverty, lack of markets, and waste of resources such as Fruits, grains that go to waste as soon as the market is flooded with the yearly harvests. Through entrepreneurial discoveries and developments, entrepreneurs may devise value-adding skills through packaging and preservation to allow exportation and storage. This will result to employment creation. Once the enterprises are formalized, the government through its revenue agency will benefit through levies and taxes imposed on these enterprises and the incomes associated with employment. 

The findings of this study also showed that most entrepreneurs had attained lower education level and these were the productive and active segment of Tanzania’s population (18-45Years). This group has little entrepreneurship skills and engaged mostly in “cut and paste” type of business just to survive. The Tanzanian government through relevant National and Regional entrepreneurship development programs should support these SMEs through provision of business training together with development and support services to new business start-ups. This will ensure that entrepreneurs will engage in businesses that have growth potential to expand to not only increase Tanzania’s Gross Domestic Product (GDP) but also become a source of employment to other Tanzanians.

The findings of the study further revealed that entrepreneurs after accessing finance were able to grow their businesses to levels that created jobs for others. Those who had no access to credit from lending institution nevertheless remained a very large majority (394,300 male and females 18yrs and above; 2002 national Census figures). The ministries dealing with Labor and Small business development should implement the current Small Business Entrepreneurship policy (2002) in order to motivate entrepreneurs such as those in Kahama District to access affordable business loans by favorable Credit pricing so as to help them expand their enterprises. By doing that, entrepreneurs will create not only jobs for the underprivileged in rural areas but will also play a role in reducing National poverty levels and reducing crime rates in rural communities given that the youth will have found alternative sources of finance.

The research also revealed that entrepreneurs encounter several constraints in running their enterprises and these included: - lack of market information; absence of government support and assistance, as well as lack of Business training. This resulted in continued underperformance of these enterprises. The Tanzania government through its agencies such as SIDO should mobilize SMEs to develop and offer small business management training programs to improve their entrepreneurship skills and offer ongoing support such as regular supervision and mentoring. Such support services will instill confidence in the poorly trained members of the community, re-enforce the acquisition and assimilation of entrepreneurship skills and help to boost their business.

5.5	Suggestions Areas for Further Research
This research only focused Kahama district, Shinyanga region where much of the booming business activities is fuelled by nearby mining activities. The conditions and Socio-Cultural mix of entrepreneurs is not the same as other parts of Tanzania. Therefore there is need to conduct more extensive survey in other rural districts in Tanzania before generalizing the findings to the entire country.

This study utilized both questionnaire and in-depth interview as data collection instruments. There is need to conduct other studies that will include the use of other methods such as focus group discussion (FGDs) to see any developmental changes in poverty and employment linked directly to Entrepreneurship skills. The outcome of such studies will provide more insight on effect of Entrepreneurship skills on growth and performance of SMEs over a period of time as well as provide information for policy formulation. 
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Appendix  1: Questionnaire for Entrepreneurs

I am a student at the Open University of Tanzania studying a degree of Master in Business administration. I have designed the following questionnaire for the study of Effect of Entrepreneurship Skills on The Performance of Small and Medium Enterprises In Kahama District, Tanzania: A Case of Pride Supported Entrepreneurs” 

I would highly appreciate if you would fill-in the responses to the questions in this questionnaire. 

It will take approximately 10 – 15 minutes of your time.

PART A: PERSONAL CHARACTERISTICS
1.	Gender
(i)	Male	(   )
(ii)	Female	(   )

2.	Would you kindly give your age?
(i)     18-25     (   )          (ii)      26-35      (   )      (iii)   36-45   (   )
          (iv)   46-55    (   )           (v)   >55	   (   )

3.	What is your Marital status
(i)	Single		(   )
(ii)	Married		(   )
(iii)	Divorced		(   )
(iv)	Widow/widower	(   )


4.	What is your Level of education?
(i)	Illiterate			(   )
(ii)	Primary school		(   )
(iii)	Secondary school		(   )
(iv)	Tertiary education	(   )

5.	How many dependants do you have in your household?
(i)	1-2	(   )
(ii)	3-5	(   )
(iii)	6-10	(   )
(iv)	>10	(   )

6.	What is Your Monthly Income?
(i)	<100,000			(   )
(ii)	100,000-300,000		(   )
(iii)	300,001-500,000		(   )
(iv)	500,001-1,000,000	(   )
(v)	>1,000,000		(   )

7.	Do you have any training on Entrepreneurship?	
(i)	Has had training on Entrepreneurship		(   )
(ii)	No Entrepreneurship training			(   )

8.	What Type of business do you run?
(i)	Retail (buy & sell)					(   )		
(ii)	Professional services (secretarial, salon, mechanics)	(   )
(iii)	Manufacturing & small industries			(   )
(iv)	Farming and agricultural produce			(   )
(v)	Hospitality and tourism					(   )

9.	What is your business form?
(i)	Sole proprietorship	(   )
(ii)	Partnership		(   )
(iii)	Company			(   )
(iv)	Not registered (informal)	(   )

10.	For how long have you been operating your current business?
(i)	2-4            (   )       
(ii)	5-7	(   )
(iii)	8-10        	(   )              
(iv)	>10	(   )

11.	What was the source of your business idea?
(i)	Copy other established business (   )
(ii)	Recognized potentially profitable business opportunity (   )
(iii)	Use of prior experience and knowledge of customers’ needs and meeting them  (   )
(iv)	Necessity to survive or create own employment  (   )
(v)	Other (please specify) ………………………………………………........
.....................................................................................................................

12.	Which of the following do you think best explains your Personal traits?
(i)	Entrepreneurship education/knowledge	(   )
(ii)	Business experience			(   )
(iii)	Willingness to take risks			(   )
(iv)	Search for more information about business prior to Starting 
business (   )
(v)	Studying customer needs in the local market  (   )

13.	What entrepreneurship skill(s) do you think you posses?
(i)	Ability to recognize potentially profitable business opportunities  (   )
(ii)	Willingness to act on business opportunities (take risks)	    (   )
(iii)	Ability to align available resources to produce business 
Opportunities (   )
(iv)	Prior knowledge of customers’ needs and ways to meet them   (   )
(v)	Management skills (knowledge to manage a venture)		(   )

14.	How has the entrepreneurship skill(s) contributed to the success of your business?
(i)	Has been able to expand my business activities 		(   )
(ii)	Has been able to increase sales revenue			(   )
(iii)	Has employed more workers				(   )
(iv)	Has increased the level of enterprise’s asset value	(   )
(v)	Has been able to meet my loan repayment		(   )

15.	Rank the following entrepreneurship skills (i, ii, iii, iv, and v) according to how important they are to the performance of your business.

Rank-: (i) = Most important skill; (ii) = Very important; (iii) = Important; 
           (iv) = Fairly important;  (v) = Least important skill 
(i)	Ability to recognize potentially profitable business opportunity  (   )
(ii)	Willingness to act on business opportunities (risk taking)	  (   )
(iii)	Ability to organize resources to align to available opportunity	  (   )
(iv)	Prior knowledge of customer’s need and ways to meet them	  (   )
(v)	Management skills (ability and knowledge to manage a business venture) (   )

16.	What major constraint do you face that limit your business growth and performance? (pick 1 answer only among the given options)
(i)	Lack of access to affordable loans	(   )
(ii)	Lack of adequate market			(   )
(iii)	Lack of entrepreneurship training	(   )
(iv)	Competition from other entrepreneurs	(   )
(v)	Unfavorable government policies and the bureaucracy involved in pushing things through			(   )
(vi)	Absence of government support and assistance  (   )
17.	What strategy(s) do you use to overcome these constraints?
(i)	Source finance from relatives/friends				(   )
(ii)	Conduct regular market research					(   )
(iii)	Buy and read books rather than go for formal training		(   )
(iv)	Pooling resources together with other micro-entrepreneurs	(   )
(v)	Introducing new business strategies				(   )
(vi)	Negotiating with government officials				(   )

18.	What other comments can you make on:-
(a)	Ownership and management of your business 
............................................................................................................................................................................................................................................




19.	Do you agree with this statement? “Entrepreneurship Skills are important in running a business successfully” (Tick in the appropriate box)
(i)	I agree completely 	(   )
(ii)	I somehow agree       	(   )
(iii)	I agree             		(   )           
(iv)	I somehow disagree  	(   ) 









Appendix  2: Interview Questions


I am a student at the Open University of Tanzania studying a degree of Master in Business administration. I have designed the following interview for the study of Effect Of Entrepreneurship Skills On The Performance of Small and Medium Enterprises In Kahama District, Tanzania: A Case of Pride Supported Entrepreneurs” .
I would highly appreciate if you would fill-in the responses to the questions in this questionnaire. 

It will take approximately 10 – 15 minutes of your time.
1.	Please tell me your experience about use of Entrepreneurship skills in running your business.
……………………………………………………………………………………………………………………………………………………………………

2.	What business types are you engaged in and why?
……………………………………………………………………………………………………………………………………………………………………

3.	Where did you get the idea of starting your own business?
……………………………………………………………………………………………………………………………………………………………………

4.	Which Entrepreneurship Skill(s) do you possess and is/are helping you in business growth and development?
……………………………………………………………………………………………………………………………………………………………………

5.	What constraints do you face in the course of conducting your business?
……………………………………………………………………………………………………………………………………………………………………



























Appendix  3: Questionnaire for PRIDE Tanzania Staff

I am a student at the Open University of Tanzania studying a degree of Master in Business administration. I have designed the following questionnaire for the study of Effect of Entrepreneurship Skills on The Performance of Small and Medium Enterprises In Kahama District, Tanzania: A Case of Pride Supported Entrepreneurs” .

I would highly appreciate if you would fill-in the responses to the questions in this questionnaire. 
It will take approximately 10 – 15 minutes of your time.
1.	For how long have you been at PRIDE Tanzania?
         1 - 2 Years	              3- 5 Years                     
         6- 9 Years	               Above 9 years          
                                                    
2.	Rank the following common reasons given by clients on how they use the Loans from PRIDE Tanzania? (Rank 1-6. Most given reason - 1; Least given reason 6)
(i)	Starting new business
(ii)	Expanding on current business
(iii)	School fees for children




3.	Given an opportunity, would you recommend business visitation at client registration stage? 
(i) Yes                     (ii)  No

4.	Give reason for answer in question 9 above.
.............................................................................................................................................................................................................................................................................................................................................................................................
5.	Rank by the numbers 1 - 6 in the brackets the following common causes of poor loan repayment in Group loan schemes? 1 - Strongest cause:  6 - Weakest cause.
(i)	Lack of income generating activity 
(ii)	Lack of entrepreneurship skills
(iii)	Policy provisions (it is OK the group is responsible)
(iv)	Poor leadership (Group Leaders)
(v)	Disregard to group formation guides  
(vi)	Having a series of loans in other schemes     

6.	What is your general view on the role of entrepreneurship skills in success of PRIDE Tanzania operations?
................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................

7.	Do you agree with this statement? “Entrepreneurship Skills are important in running abusiness successfully” (Tick in the appropriate box)
(i)	I agree completely	 
(ii)	I somehow agree  	(   )
(iii)	I agree         		(   )               
(iv)	I somehow disagree   	(   )









Appendix  4: Questionnaire for VEOs

I am a student at the Open University of Tanzania studying a degree of Master in Business administration. I have designed the following questionnaire for the study of Effect of Entrepreneurship Skills on the Performance of Small and Medium Enterprises in Kahama District, Tanzania: A Case of Pride Supported Entrepreneurs”

I would highly appreciate if you would fill-in the responses to the questions in this questionnaire. It will take approximately 10 – 15 minutes of your time.
1.	Village.................................................................................................................. 
2.	Have you heard about PRIDE Tanzania?
(i)     Yes   (   )      (ii)      No   (   )

3.	If yes in question 2 above, Do you get involved with the Loan processes as your village members prepare to take loans from PRIDE Tanzania?
(i)     Yes   (   )      (ii)      No   (   )
	
4.	What are the key factors you consider before acknowledging that your village member deserves to be given a loan from PRIDE Tanzania?
……………………………………………………………………………………………………………………………………………………………………

5.	Are there cases when you decline to sign up the forms from your village members?
(i)     Yes   (   )      (ii)      No   (   )

6.	If yes, give the grounds for not signing the forms.
.............................................................................................................................................................................................................................................................................................................................................................................................

7.	Do you agree with this statement? “Entrepreneurship Skills are important in running a business successfully” (Tick in the appropriate box)
(i)	I agree completely    	(   )	                                                  
(ii)	I somehow agree       	(   )
(iii)	I agree         		(   )                      
(iv)	I somehow disagree	(   )


















	Willingness to act on opportunities
	Align available resources











	Change in asset accumulation
	Loan Repayment abilities
	Employment creation





